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GLOSSARY OF TERMS
All capitalized terms used in this Annual Information Form but not otherwise defined herein shall have the meanings
ascribed to them under “Glossary of Terms”. The information set out in this Annual Information Form is stated as at
December 31, 2006 unless otherwise specifically stated.
“1933 Act” means the United States Securities Act of 1933, as amended;
“ABCA" means the Business Corporations Act (Alberta), R.S.A. 2000, ¢. B-9, as amended;
“Anciltary Asset” means the oil and gas interests with proved reserves acquired by the Corporation from Paramount
pursuant to the Arrangement under the Ancillary Asset Transfer Agreement, in order for the Corporation to meet the
listing requirements of the TSX;

“Ancillary Asset Fransfer Agreement” means an asset transfer agreement between Paramount and the Corporation
providing for the transfer from Paramount to the Corporation of the Ancillary Asset;

“Arrangement” means the arrangement pursuant to Section 193 of the ABCA effective January 12, 2007 involving
Paramount, security holders of Paramount and the Corporation, on the terms and conditions set forth in the Plan of
Arrangement attached as Schedule 1 to the Arrangement Agreement;

“Arrangement Agreement” means the arrangement agreement dated as of December 7, 2006 between Paramount
and the Corporation with respect to the Arrangement;

“Board of Directors” or “Board” means the board of directors of the Corporation, unless otherwise indicated;
“Class A Preferred Shares” means the Class A preferred shares in the capital of the Corporation;

“COGE Handbook” means the Canadian Oil and Gas Evaluation Handbook prepared by The Society of Petroleum
Evaluation Engineers (Calgary Chapter) and the Canadian Instituie of Mining Metallurgy & Petroleum (Petroleum
Society);

“Common Shares™ means the common shares in the capital of the Corporation;

“Computershare” means Computershare Trust Company of Canada, a trust company existing under the laws
of Canada;

“Corporation” or “MGM Energy” means MGM Energy Corp.;

“Exploration Licence” or “EL” means a licence to explore for hydrocarbons granted by the Government
of Canada;

“Flow-Through Shares” means Common Shares issued that are “flow-through shares” as defined in
subsection 66(13) of the Tax Act,

“GAAP” means generally accepted accounting principles as set out in the Handbook of the Canadian Institute of
Chartered Accountants, at any particular time;

“Gross” or “‘gross” means:
(a) In relation to MGM Energy’s interest in production or reserves, MGM Energy's gross reserves,
which are its working inlerest {operating or non-operating) share before deduction of royalties and

without including any of MGM Energy's royalty interests,

{b} In relation to wells, the total number of wells in which MGM Energy has an interest; and




() In relation to properties, the total area of properties in which MGM Energy has an interest;

“Longer Term Warrants” means the share purchase warranis of the Corporation issued pursvant to t.he
Arrangement, entitling the holders thereof, until September 30, 2007, to purchase either Common Shares at a price
of $6.00 per share or Flow-Through Shares at a price of $7.50 per share;

“Mackenzie Evaluation” means that evaluation entitled Mackenzie Gas Project Gas Resource and Supply Study by
Gilbert Laustsen Jung Associates Ltd., independent petroleum engineers, effective May 1, 2004, and presented to
the NEB as part of the Mackenzie Valley pipeline application by Imperial Oil Resources Ventures Limited;

“McDarie” means McDaniel & Associates Consultants Ltd., independent petroleum engingering consuliants
carrying on business in Calgary, Alberta;

“McDaniel Reports” means the independent engineering evaluations prepared by McDaniel dated February 26,
2007, effective December 31, 2006, evaluating the Corporation’s crude oil, natural gas liquids and natural gas
reserves attributable the Ancillary Asset and the Sahtuw/Colville Lake Assets;

“MDFI Agreement” means the farm-in agreement in respect of certain oil and gas properties in the Mackenzie
Delta in the Northwest Territories among Paramount, Chevron Canada Limited apd BF Canada Energy Company
dated September 14, 2006;

“MDFI Assignment Agreement” means the Notice of Assignment between Paramount and MGM Energy dated
January 12, 2007;

“MGM Energy Shareholders™ means the holders of Common Shares and “MGM Energy Shareholder” means
any one of them,

“NEB" means The National Energy Board of Canada;
“Net” or “net” means:
(a) In relation to MGM Energy's interest in production or reserves, MGM Energy’s working interest
{operating or non-operating) share after deduction of royalty obligations, plus MGM Energy’s

royalty interests in production or reserves;

(b) In relation to MGM Energy’s interest in wells, the number of wells obtained by aggregating MGM
Energy’s working interest in each of its gross wells; and

(c) In relation to MGM Energy’s interest in property, the total area in which MGM Energy has an
interest multiplied by the working interest owned by MGM Energy;

“NI 51-101" means National Instrument 51-101 Standards of Disclosure for Oif and Gas Activities;

“Paramount” means Paramount Resources Ltd. and, where the comtext requires, refers to Paramount and
subsidiaries and partnerships directly and indirectly owned by it.

“Paramount Meeting” means the special meeting of shareholders of Paramount held on Japuary 11, 2007, to
consider the Arrangement and other related matters:

“Paramount Shares” means Class A common shares in the capital of Paramount;
“Person”™ means any individual, partnership, association, body corporate, trustee, executor, administratc_vr, legal
representative, government, regulatory authority or other entity, whether or not having legal status and includes

MGM Energy;

“Preferred Shares” means the preferred shares in the capital of the Corporation, issuable in series;



“Proved Reserves” are those Reserves that can be estimated with a high degree of certainty to be recoverable. It is
likely that the actual remaining quantities recovered will exceed the estimated Proved Reserves. At least a 90%
probability that the quantities actually recovered will equal or exceed the estimated Proved Reserves is the targeted
level of certainty;

“Regulation 8" means Regulation § under the 1933 Act;

“Reserves” or “reserves” are the estimated remaining quantities of oil and natural gas and related substances
anticipated to be recoverable from known accumulations, from a given date forward, based on: analysis of drilling,
geological, geophysical and engineering data; the use of established technology; and specified economic conditions,
which are generally accepted as being reasonable. Reserves are classified according to the degree of certainty
associated with the estimates;

“Sahtu/Colville Lake Assets” means the oil and gas interests with contingent resource acquired by the Corporation
from Paramount pursuant to the Arrangement;

“SEDAR” means the System for Electronic Document Analysis and Retrieval;

“Services Agreement” means the services agreement between Paramount and the Corporation pursuant to which
Paramount provides administrative, operational and other services to the Corporation;

“Short Term Warrants” means the share purchase warrants of the Corporation issued pursuant to the
Arrangement, which entitled the holders thereof to purchase either Common Shares at a price of $5.00 per share or
Flow-Through Shares at a price of $6.25 per share;

“Spinout Assets” means the oil and gas interests in the Mackenzie Delta areas in northern Canada which were
conveyed from Paramount to the Corporation in connection with the Arrangement under the Spinout Asscts Transfer
Agreement;

“Spinout Assets Transfer Agreement” means an asset transfer agreement between Paramount and the Corporation
providing for the transfer of the Spinout Assets from Paramount to the Corporation;

“Stock Option Plan” means the stock option plan of the Corporation;
“Tax Act” means the /ncome Tax Act (Canada) as amended, including the regulations thereunder;
“TSX” means the Toronto Stock Exchange;

“Undeveloped Reserves” are those Reserves expected to be recovered from known accumulations where a
significant expenditure (e.g., when compared to the cost of drilling a well) is required to render them capable of
production. They must fully meet the requirements of the Reserves classification (proved, probable, possible) to
which they are assigned;

“United States™ means the United States of America, its territories and possessions, any State of the United States,
and the District of Columbia;

“U.8. Person” has the meaning set forth in Regulation S and includes, with certain exceptions, (i) any natural person
resident in the United States; (ii) any partnership or corporation organized or incorporated under the laws of the
United States; (iii) any estate of which any executor or administrator is a U.S. Person; (iv) any trust of which any
trustee is a U.S. Person; {v) any agency or branch of a foreign entity located in the United States; (vi) any non-
discretionary account or similar account {other than an estate or trust) held by a dealer or other fiduciary for the
benefit or account of a U.S. Person; (vii) any discretionary account or similar account (other than an estate or trust)
held by 2 dealer or other fiduciary organized, incorporated, or (if an individual} resident in the United States; and
(viii} any partnership or corporation if (A) organized or incorporated under the laws of any jurisdiction other than
the United States and (B) formed by a U.S. Person principally for the purpose of investing in securities not
registered under the 1933 Act, unless it is organized or incorporated, and owned, by accredited investors, as defined
in Rule 501(a) under the 1933 Act who are not natural persons, estates or trusts;




“Warrant Indenture” means the warrat indenture dated as of January 12, 2007 between the Corporation and
Computershare, as trustee, establishing the terms of the Warrants and under which the Warrants are issued;

“Warrant Unit” means a unit consisting of one Short Term Warrant and one Longer Term Warrant; and

“Warrants” means the Short Term Warrants and/or the Longer Term Warrants of the Corporation, as the context

may require.

CONVENTIONS

Certain other terms used but not defined herein are defined in NI 51-101 and, unless the context otherwise requires,
will have the same meanings herein as ascribed to them in NI 51-101. Unless otherwise indicated, references herein
to “8” or “dollars” are to Canadian dollars. All financial information with respect to the Corporation has been
presented in Canadian dollars in accordance with GAAP,

ABBREVIATIONS AND EQUIVALENCIES

The following are abbreviations and definitions of terms used in this Annual Information Form.

bbl
bbls
bbls/d
Mbbls
NGL

Other

OPEC
WTI

Crude OH and Natural Gas Liquids Natural Gas

barrel Bef billion cubic feet

barrels Mef thousand cubic feet

barrels per day Mcf/id thousand cubic feet per day

thousand barrels Mmcf million cubic feet

natural gas liquids Mmef/d million cubic feet per day
MMBTU  Miltion British Thermal Units
Tef tritlion cubic feet

Organization of the Petroleum Exporting Countries
West Texas Intermediate, the reference price paid in U.S. dollars at Cushing, Oklahoma for crude oil of
standard grade

CONVERSIONS

The following table sets forth certain standard conversions between Standard Imperial Units and the International
Systern of Units (or metric units).

To Convert From To Multlply By
Mef cubic metres 28.174
cubic metres cubic feet 35.494
bbis cubic metres 0.159
cubic metres bbls 6.290
feet metres 0.305
metres feet 3.281
miles kilometres 1.609
kilometres miles 0.621
acres hectares 0.405
hectares acres 2471




FORWARD-LOOKING STATEMENTS

This Annual Information Form contains certain forward-looking statements. Forward-looking statemenis are
typically identified by words such as “anticipate”, “believe™, “expect”, “plan”, “intend”, “‘estimate™, “may”, “will”,
“project”, “should” or similar words suggesting future outcomes or statements regarding an outlook. Forward-
looking statements in this Annual Information Form include, but are not limited to, statements with respect to the
Corporation’s operations, anticipated financial performance, the Corporation’s business strategy and objectives,
capital expenditures to be made by the Corporation on ils properties, resource and reserve estimates, the
Corporation’s exploration and development plans, the Corporation's plans respecting the transportation of its oil,

natural gas and natural gas liquids to market and the Corporation’s plans to ultimately retain all of its own persongel.

Readers are cautioned not to place undue reliance on forward-looking statements, as there can be no assurance that
the plans, intentions or expectations upon which they are based will occur. By their nature, forward-looking
statements involve numerous assumptions, known and unknown risks and uncertainties, both general and specific,
that contribute to the possibility that the predictions, forecasts, projections and other things contemplated by the
forward looking statements will not occur. Such forward-looking statements or information are based on a number
of assumptions which may prove to be incorrect. In addition to other assumptions identified in this Annual
Information Form, assumptions have been made regarding, among other things:

s  the ability of the Corporation to obtain drilling success consistent with expectations;

» the ability of the Corporation to obtain equipment, services, supplies and personnel in a timely manner and
at an acceptable cost to carry out its activities;

¢ the ability of the Corporation to market its oil and natural gas and to transport its oil and natural pas to
market;

e the timing and cost of pipeline and facility construction and expansion and the ability of the Corporation to
secure adequate product transportation,

s the timely receipt of required regulatory approvals;
» the ability of the Corporation to obtain capital to finance its exploration, development and operations; and
+  future oil and gas prices.

Although it is believed that the expectations represented by such forward looking statements are reasonable, there
can be no assurance that such expectations will prove to be correct. Some of the risks and other factors which could
cause results to differ materially from those expressed in the forward looking statements contained in this Annual
Information Form respecting the Corporation and its business are set forth in “Risk Factors”. MGM Energy
Shareholders are urged to carefully consider those factors as well as the information contained elsewhere in this
Annual Information Form.

The reader is cautioned that these factors and risks are difficult 10 predict and that the assumptions used in the
preparation of such information, although considered reasonably accurate at the time of preparation, may prove to be
incorrect. Accordingly, readers are cautioned that the actual results achieved will vary from the information
provided herein and the variations may be material. Readers are also cautioned that the foregoing list of factors is
not exhaustive. Consequently, there are no representations by the Corporation that actual results achieved will be the
same in whole or in part as those set out in the forward-looking information. Furthermore, the forward-locking
statements contained in this Annuat Information Form are made as of the date hereof, and the Corporation
undertakes no obligation, except as required by applicable securities legislation, to update publicly or to revise any
of the included forward-looking statements, whether as a result of new information, future events or otherwise, The
forward-looking statements contained herein are expressly qualified by this cautionary statement.




CORPORATE STRUCTURE

The Corporation was incorporated under the ABCA on October 31, 2006 under the name “1278517 Alberta Ltd.”.
On December 4, 2006, the Corporation’s articles were amended to change its name to “MGM Energy Corporation”™.
The Corporation’s articles were further amended on January 9, 2007 to change the Corporation’s name to
“MGM Energy Corp.”, to create two new classes of shares designated as Preferred Shares and Class A Preferred
Shares, to amend the existing rights of the Common Shares and to fix the minimum and maximum number of
directors at three and twelve, respectively. MGM Energy was formed in order to effect the Arrangement. See
“General Development of the Business — History”. As a result of the Arrangement, MGM Energy became a
“reporting issuer” in the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Quebec and
Nova Scotia,

The head and registered office of the Corporation is located at Suite 4700, 888 — 3™ Street S.W., Calgary, Alberta,
T2P 5C5.

GENERAL DEVELOPMENT OF THE BUSINESS

History

The following is a summary of significant events in the development of MGM Energy’s business for the year ended
December 31, 2006 and the subsequent Arrangement.

In the summer of 2006, Paramount was approached with respect to a farm-in opportunity in the Mackenzie Delta
area of the Northwest Territories, and on September 14, 2006 Paramount entered into the MDFI Agreement. The
MDFI Agreement provided Paramount with the right to eam interests in, and obligated Paramount to incur certain
expenditures on, properties in the Mackenzie Delta. As the capital expenditures under the MDFI Agreement to the
end of the 2007/2008 drilling season were estimated by Paramount to be approximately $130 million, Paramount’s
management considered alternatives to fund these expenditures. One of the alternatives was the spinout of a new
public corporation to own Paramount’s Mackenzie Valley and Mackenzie Delta oil and gas interests and to be
initially owned by Paramount and its shareholders, with Paramount’s shareholders being given the opportunity to
participate in the new corporation’s initial financing.

The Arrangement and related matters received the approval of 99.96% of the votes cast by the shareholders of
Paramount at a special meeting held on January 11, 2007 as well as the approval of the Court of Queen’s Bench of
Alberta by final order on January 11, 2007. The Arrangement became effective on January 12, 2007.

The spinout resulted in the shareholders of Paramount receiving, for every 25 Paramount Shares held, one Common
Share and five Warrant Units, with each Warrant Unit consisting of one Short Term Warrant and one Longer Term
Warrant. For a description of the authorized share capital of the Corporation, see “Description of Capital Structure”,

Pursuant to the Arrangement, the Spinout Assets and the Ancillary Asset were transferred from Paramount to the
Corporation for the consideration described below and the holders of the Paramount Shares were issued an
aggregate of approximately 2.8 million Common Shares and 14.2 million Warrant Units. As consideration for the
Spinout Assets, Paramount received $112 miilion of consideration from the Corporation consisting of 18,2 million
Class A Preferred Shares issued at a stated issue price of $5.00 per share, convertible into Common Shares on a one-
for-one basis, a promissory note having a principal amount of $12 million and the cancellation of an outstanding
promissary note of Paramount hetd by the Corporation in the principal amount of $9 millior. Paramount determined
the $112 million payable for the Spinout Assets based on the historical capitat expenditures incurred by Paramount
on the Colville Lake properties, Paramount's costs of capital related to those expenditures and an estimate of the
expenditures incurred and to be incurred by Paramount under the MDFI Agreement up to the closing date of the
Arrangement. As consideration for the Ancillary Asset, an outstanding promissory note of Paramount held by the
Corporation in the principal amount of $5 million was cancelled. Paramount determined the $5 million payable for
the Ancillary Asset based on the net present value (discounted at 10%) of the proved plus probable reserves
attributable to the Ancillary Asset as evaluated by McDaniel as of October 31, 2006. For further information
concerning the Arrangement, see the information circular and proxy statement of Paramount dated December 8,
2006, which is available on SEDAR at www.sedar.com under Paramount’s profile.



Pursuant to the Arrangement Agreement and the Arrangement, MGM Energy acquired the Spinout Assets and the
Ancillary Asset.

As at February 16, 2007, of the 14,163,365 Short Term Warrants issued, an aggregate of 13,824,141 Short Term
Warrants had been exercised by warrant holders and 7,917,611 Common Shares were issued at a price of $5.00 per
share and 5,906,530 Flow-Through Shares were issued at a price of $6.25 per share to raise gross proceeds of
$76,503,867. In addition, on the same date, a total of 160,000 Flow-Through Shares, 210,000 Common Shares and
370,000 Longer Term Warrants were issued to certain directors of the Corporation pursgant to a private placement.
Flow-Through Shares and Common Shares were issued at the same prices as were paid pursuant to the exercise of
the Short Term Warrants. The private placement was undertaken to permit interested directors 1o acquire shares in
the Corporation. The private placement resuited in additional consideration to the Corporation of $2.05 million.

On March 14, 2007, 20 Longer Termn Warrants were exercised into Common Shares. As a result of the exercise of a
portion of the Longer Term Warrants, as at March 29, 2007, 14,194,121 Longer Term Warrants are outstanding.

As at March 29, 2007, Paramount owned 18.2 million Common Shares {approximately 51.7% of the issued and
outstanding Common Shares) and is invelved in providing administrative, operating and other services to0 MGM
Energy pursuant to the Services Agreement. As Paramount took the initiative in founding and organizing MGM
Energy, Paramount may be considered to be a promoter of MGM Energy for securities law purposes.

Significant Acquisitions

On January 12, 2007, MGM Energy acquired the Spinout Assets and the Ancillary Asset as a result of the
Arrangement. A complete description of the Ancillary Asset, including the oil and natural gas reserves attributable
thereto, is provided under the heading “Oil and Gas Reserves Data™, For further details concerning the Arrangement,
see the information circular and proxy statement of Paramount dated December 8, 2006, which is available on
SEDAR at www.sedar.com under Paramount’s profile.

The Common Shares and the Warrant Units commenced trading on the TSX under the symbols “MGX™ and
“MGX.WT.A", respectively, on January 17, 2007, The Warrant Units ceased being traded after February 16, 2007
when the Short Term Warrants expired and the Longer Term Warrants were separated. The Longer Term Warrants
commenced trading on the TSX under the symbol “MGX.WT.B” on March 2, 2007.

Business Strategy

The principal business of the Corporation is to acquire, develop, optimize, exploit and produce oil and natural gas
reserves in Northern Canada, MGM Energy does not have any subsidiaries.

For a description of the Corporation’s business, see “0Oil and Natural Gas Properties”.
Exploration of the Mackenzie Delta Regions

Significant quantities of oil and natural gas have been discovered in the Mackenzie Delta and the central Mackenzie
Valley regions of Northermn Canada since exploration began by others in these areas. To date, energy infrastructure,
specifically in the form of pipelines 10 transport natural gas, has not yet reached regions north of the Cameron Hills
arca of the southem Northwest Terrilories. Pipelines to transport oil and other liquid hydrocarbons have not yet
reached north of Norman Wells in the central Mackenzie Valley. Until a natural gas pipeline is built from the
Mackenzie Valley to connect to the Alberta or British Columbia pipeline systems, there is no commercial method to
move natural gas which MGM Energy, or any other eatity, may discover to markets. In addition, a liquids line is
required north of Norman Wells to move liquid hydrocarbons discovered north of that area to markets. As a resuil,
for at least the next five years, it is unlikely that the Corporation will generate any revenue from the production of
hydrocarbons.

MGM Energy believes that the lack of transportation capacity from the central Mackenzie Valley and the Mackenzie
Delta provides it with an opportunity to acquire interests in resources, including land and discovered hydrocarbons,
that would not be available to it on reasonable terms, were a pipeline or other means of transportation of oil and
natural gas available.




MGM Energy’s business strategy is to accumulate interests in hydrocarbon resources in the central Mackenz?c
Valley and Mackenzie Delta. These interests may include a combination of direct interests in land, interests in
existing discoveries, and farm-ins on land currently owned or controlled by others. In the case of undriiled land
which MGM Energy believes to be prospective, MGM Energy will drill for hydrocarbons and attempt to discover
resources that could be developed to ship once a pipeline is built. In the case of the acquisition of previously
discovered resources, MGM Energy will develop those resources to ship through such a pipeline. MGM Energy’s
business objective is to acquire oil and natural gas resources at a lower cost today than would be possible if a
pipeline existed, and to thereby ultimately achieve returns for MGM Energy Shareholders.

Personnel

As at December 31, 2006, the Corporation had no employees. As at March 1, 2007, the Corporation employed five
full-time employees. MGM Energy does not yet have all of the personnel necessary to conduct its business. MGM
Energy is relying on employees of Paramount to conduct certain aspects of its business pursuvant to the Services
Agreement. It is MGM Energy’s intention to be fully staffed to carry on its business prior 1o the expiry of the
Services Agreement on December 31, 2007. MGM Energy has the ability to extend the Services Agreement if
required.

Competition

Companies operating in the petroleum industry must manage risks which are beyond the direct contr.ol of company
personnel. Among these risks are those associated with exploration, environmental damage, fluctuating commodity
prices, foreign exchange rates and interest rates.

The Corporation intends to actively compete for reserve acquisitions, exploration leases, licences and concessions
and skilled industry personnel with a substantial number of other oil and gas companies, many of which have
significantly greater financial resources than the Corporation. The Corporation's competitors include major
integrated oil and natural gas companies, numerous other independent oil and natural gas companies and trusts, and
individual producers and operators.

MGM Energy will enhance its competitive position by focusing on the Arctic regions of Canada, and will acqujre
and develop Arctic expertise to reduce some of the risks associated with the exploration, production and marketing
of oil and natural gas. See *“Risk Factors™,

Trends

Activity levels in the Northwest Territories in the past have generally been a function of the energy industry’s view
of the progress towards the construction of a Mackenzie Valley pipeline. There have been a number of occasions
since the 1970s where the pipeline appeared to be making progress, and equally times when the pipeline appeared to
be a distant possibility,

Currently, although more progress has been made toward the construction of a northern pipeline than at any other
time, there remains doubt as to the timing of the Mackenzie Valley pipeline. On March 12, 2007, Imperial Oil
Resources Ventures Limited, on behalf of the proponents of the Mackenzie Valley pipeline project, announced a
new, substantially higher cost estimate for the pipeline. In addition, it announced a new project schedule that does
not call for a decision to construct the pipeline before 2009 nor pipeline start-up before 2014. As a result, some
industry participants view a pipeline in-service date of 2012-2013 as optimistic. While this perspective may prove to
be correct, MGM Energy views this as providing it with the opportunity to advance its business strategy.

Seasonal Factors
Qil and natural gas development activities, including seismic and drilting programs in the central Mackenzie Valley

and Mackenzie Delta are restricted to those months of the year when the ground is frozen. Seasonal weather
variaticns, including freeze-up and break-up, will affect access.




Reorganizations

On January 12, 2007, the Corporation completed the Arrangement. For further details, see “General Development
of the Business - History”,

OIL AND NATURAL GAS PROPERTIES
Description of Oil and Nataral Gas Properties and Assets

The following is a description of the principal oil and natural gas properties comprising the Spinout Assets and the
Ancillary Asset. Reserve amounts are stated, before deduction of royslties as at December 31, 2006, based on
forecast cost and price assumptions, as set forth in the McDaniel Reports. Unless otherwise specified, all references
to gross and net acres and well count information are as at December 31, 2006. See “Qil and Gas Reserves Data™,

The estimates of reserves and future net revenue for individual properties may not reflect the same
confidence level as estimates of reserves and future net revenue for all properties, due to the effects of
aggregation.

The Corporation is a Calgary-based oil and gas company with a natural gas focus. The key areas of focus for the
Corporation include the Mackenzie Delta and the Colville Lake area of the ceniral Mackenzie Valley in the
MNorthwest Territories.
Spinout Assets
MGM Energy’s principal assets are the Spinout Assets. The Spinout Assets consist of:
+ the rights under the MDFI Agreement respecting Mackenzie Delta, Northwest Territories Exploration
Licence #394, Exploration Licence #427 and Inuvik Concession Blocks 1 and 2 (the “Farmin Properties™),

covering approximately 412,500 hectares; and

e oil and gas properties in the Sahtu/Colville Lake area of the Northwest Territories covering approximately
600,000 hectares (approximately 385,000 hectares net).

The map of the Northwest Termitories below depicts the Mackenzie Delta area and the Colville Lake area in the
central Mackenzie Valley.
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The Spinout Assets were transferred from Paramount to the Corporation pursuant to the Spinout Assets Transfer
Agreement which was one of the steps in the Arrangement in consideration for the issuance to Paramount of the 18.2
million Class A Preferred Shares (with a stated issue price of $5.00 per share), the issuance to Paramount of a
promissory note in the principal amount of $12 million and the cancellation of an outstanding promissory note of
Paramount issued to MGM Energy in an earlier step of the Arrangement.

Pursuant to the MDFI Assignment Agreement, Pararnount transferred and conveyed its entire interest in the MDFI
Agreement to MGM Energy.

Mackenzie Delta Farmin

MDFI Agreement

Under the MDFI Agreement, the Corporation is the operator of the Farmin Properties and can camn a staged 50%
working interest in the Farmin Properties by drilling 11 wells over a period of four years. In addition, the Corporation
must make the required deposit and penalty payments to the lease owners (the Crown and the Inuvialuit Regional
Corporation) during that period, which may be up to $21 million, but are currently estimated to be approximately
%11 million. Of the 11 wells to be drilled by MGM Energy, two wells have been drilled on the EL394 lands in the
2006/2007 winter drilling season (Kumak 1-25 and Unipkat M-45). The Kumak [-25 well was cased and suspended
without further testing and the Unipkat M-45 well was abandoned. Of the remaining nine wells to be drilled by MGM
Energy, three wells are expected to be drilled on the EL427 or EL394 lands (with at least one well on ELA27B) in the
2007/08 winter drilling season. Three wells are to be drilled on the Farmin Properties in each of the 2008/09 and
2009/10 winter drilling seasons. A 32% working interest in the Farmin Properties will be earned by the Corporation
after five exploratory wells have been drilled and upon delivery of the required Drilling Termination Notice, and an
additional 3% working interest in the Farmin Properties will be eamed by the Corporation for each well drilled in
addition to the first five exploratory wells. The Corporation may, at its option, accelerate the required drilling program.

Upon satisfying the drilling commitments under the MDFI Agreement in full, a 50% interest in the existing discovery
wells, Langley K-30, Olivier H-01 and Ellice I-48, and the existing discovery lands surrounding the discovery wells,
will also be earned, The existing discovery wells and the existing discovery lands are collectively referred to as the
“Previous Discoveries”. If the drifling commitment of 5 exploratory wells is met but the drilling commitments under
the MDFI Agreement are not satisfied in full, the Corporation will earn an interest in the Farmin Properties based on
the number of wells drilled, as set forth above but no interest will be eamed in the Previous Discoveries. If the
Corporation does not drill five exploratory wells, which is the minimum required drilling program under the MDFI
Agreement, no interest in the Farmin Properties will be earned by the Corporation.

The MDFI Agreement provides for an area of mutual interest (“AMI”} surrounding the Farmin Properties. The
Corporation and each of the farmors have a right to participate as to 50% and 25%, respectively, in any inmterest
acquired by any of the parties in the AMI, subject to adjustment to reflect the party’s final working interest in the
Farmin Properties once the Corporation has completed the drilling program under the MDF] Agreement.

Under the MDFI] Agreement, the Corporation is also required to spend a total of $50 million on the acquisition of 3D
seismic on the Farmin Properties or lands within 3.2 kilometres of the Farmin Properties or, if consented to by the
farmors, other lands within the AMI or within 1.6 kilometres of the exterior perimeier of the AMI prior to the end of
the 2011/12 winter drilling season. If the Corporation does not spend the entire $50 million required by that time, the
Corporation will still earn the staged working interests in the Farmin Properties and, if all 11 wells are drilted, the 50%
working interest in the Previous Discoveries; however, the Corporation will be subject to a continuing obligation to the
farmors with respect to the difference between $50 million and the amount spent by the Corporation in acquiring 3D
seismic, That obligation can be satisfied, at the option of the farmors, by the Corporation making payment to the
farmors of 50% of the unspent amount or contributing 100% of the costs otherwise applicable to the joint venture
account for the first drilling or seismic operations conducted as joint operations up to that amount.

Chevron Canada Limited was the prior operator of the Farmin Properties and under the MDFI Agreement will provide
contract operator services through the 2006/07 winter drilling season to MGM Energy. MGM Energy bears the expense
and risks of all operations conducted by Chevron Canada Limited in the 2006/07 winter drilling season.
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Continuing Obligations of Paramount

Pursuant to the terms of the MDFI Agreement, Paramount will continue to be jointly and severaily liable for the
obligations of MGM Energy under the MDFI Agreement to the extent those obligations are not satisfied by MGM
Energy. The Spinout Assets Transfer Agreement obligates the Corporation to satisfy all of the obligations of the farmee
under the MDFI Agreement and to take whatever steps are necessary to raise sufficient funds to meet those obligations.
The Spinout Assets Transfer Agreement also provides that if the Corporation is unable to satisfy its obligations under
the MDFI Agreement and Paramount is required to satisfy those obligations, MGM Energy will be obligated to repay
to Paramount all amounts spent by Paramount to satisfy those obligations. The amount owing to Paramount will bear
interest at a rate equal to Paramount’s cost of capital at the time of expenditure plus 1%, and will be secured by a
charge over all of MGM Energy’s assets,

The Mackenzie Delta — Overview of the Area

The Mackenzie Delta lies at the end of the Mackenzie River where it enters the Beaufort Sea, approximately
2,200 kilometres north of Calgary, Alberta. The Mackenzie Delta has been the focus of natural gas exploration since
the 1960s. Several major discoveries have been made in the Mackenzie Delta during that time, with 21 onshore
Significant Discovery Licenses awarded to date. There is no commercial oil or natural gas production in the Mackenzie
Delta, as currently there is no pipeline or gathering system to transport production to market. See “Qil and Natural Gas
Properties — Spinout Assets — Proposed Mackenzie Valley Pipeline” below.

Farmin Properties
The map below depicts the Farmin Properties (EL394, EL427 and the Inuvik parcels), the Previous Discoveries plus

the lands held and discoveries made by other industry participants in the area and the proposed route of the Mackenzie
Valley pipeline.
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EL394 expires in September 2008. Upon expiry, only discovery land defined by a successful exploration well for
which a Significant Discovery License has been applied for or obtained will be retained by the lessee. E1.394 covers
approximately 73,155 hectares. Wells drilled by MGM Energy on the EL394 lands will target the Tertiary Taglu and
Reindeer sands for natural gas at a depth of between 1,000 and 2,000 metres. The estimated cost to drill and test a well
on these lands to the target depth is between $18 million and $22 million.

ELA27 is comprised of ELA27A, EL427B and ELA27C. EL427A expires in August, 2009; ELA27B expires in May,
2007, subject to extension to May, 2011 with payment of money and if certain work is completed; and ELA27C expires
in June, 2009, subject to extension to June, 2013 if certain work is completed. It is expected that the required work will
be completed to extend each of EL427B and EL427C. Upon expiry, only discovery land defined by a successful
exploration well for which a Significant Discovery License has been applied for or obtained will be retained by the
lessee. E1427 covers approximately 148,577 hectares. Wells drilled by MGM Energy on the ELA427 lands will target
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the Tertiary Taglu and Reindeer sands for natural gas at a depth of between 700 and 2,000 metres. The estimated cost
to drill and test a well on these lands to the target depth is between $18 million and $22 million.

The leases respecting Inuvik Concession Blocks 1 and 2 each have a term of 10 years expiring in August, 2010. The
term of each of these leases can be extended for up to 10 years under 2 extensions at which time a portion of the leases
are relinquished back to the Inuvialuit Regional Corporation. These lease extensions, to be made in 2010 for five years
and 2015 for a further five years, require a cash payment of $250,000 for each five year extension on each Inuvik
Concession Block. One well must be drilled on each Inuvik Concession Block approximately every five years or a
penalty of $5 million must be paid for each Inuvik Concession Block on which a well was not drilled. The Inuvik
Concession Block 1lands cover approximately 90,461 hectares and the Inuvik Concession Block 2 lands cover
approximately 100,369 hectares. Wells drilled by MGM Energy on the Inuvik Concession Blocks will target the
Jurassic and Lower Cretaceous Parsons Lake and Kamik formations for natural gas at a depth of between 3,000 and
5,000 metres. The estimated cost to drill and test a well on these lands to the target depth is between $18 million and
$24 million.

Exploration and Development to Date on the Farmin Properties

Three wells have been drilled to date on the Farmin Properties by the farmors under the MDFL. All wells were cased
and tested. These wells are part of the Previous Discoveries. See “Oil and Natural Gas Properties — Spinout Assets -
The Previous Discoveries” below.

Exploration and Development Plans for the Farmin Properties

MGM Energy drilled the Kumak I-25 well pursuant to the MDFI, the first well of an eleven weil drilling commitment.
Upon initial evaluation, the Kumak I-25 well did not appear to contain commercial quantities of hydrocarbons;
therefore, MGM Energy elected to case and suspend the well. Further testing or use of the well will be evaluated by
December 31, 2007. The second well of the eleven well drilling program, Unipkat M43, was drilled and abandoned.
Both wells targeted the Taglu sands.

There are ten drillable prospects and over sixty leads on the Farmin Properties land. Prospects all have 3D seismic
coverage with the majority having amplitude support for natural gas. Leads are generally defined by 2D seismic or
incomplete 3D seismic, requiring further seismic coverage prior to drilling.

The Previous Discoveries

The Langley and Ellice discovery wells encountered Taglu sands at 555 metres and 2,100 metres, respectively, and
were production tested at rates of 18 and 34 Mmcf/d, respectively. The production test results from the Olivier well are
currently confidential. Chevron Canada Limited has submitted a significant discovery application for the Langley
discovery and is preparing significant discovery applications for Ellice and Olivier. All three discovery wells are
suspended and will be re-entered for production.

The Mackenzie Delta — Potential Resources

The Mackenzie Evaluation estimates potential undiscovered resources in the onshore and shallow water portion of the
Mackenzie Delta (which consists of epproximately 2.9 million hectares) of up to 21.3 Tef of gas in place (high case).
Undiscovered resources are those quantities of oil and gas estimated on a given date to be contained in accumulations
yet to be discovered.

The Mackenzie Delta — Geology

The siratigraphic column in the Mackenzie Delta can be divided into the following four major tectono-stratigraphic
assemblages (based upon drilling to date, surface outcrop mapping of adjacent areas and analysis of geophysical data):
Inuvikian Assemblage comprising Proterozoic (non-prospective) strata; Franklinian Assemblage comprising Cambrian
to Devonian strata; Ellesmerian Assemblage comprising Mississippian to Lower Cretaceous (Hauterivian) strata; and
Brookian Assemblage comprising Lower Cretaceous (Hauterivian) to Holocene strata.
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The Brookian Assemblage, in particular the Kugmallit, Taglu, and Aklak sequences, has been the main focus of
exploration in the Mackenzie Delta. The Brookian Assemblage can be divided into three main petroleum systems: the
Jurassic and Lower Cretaceous system; the Lower Tertiary (Reindeer) system; and the Tertiary Kugmallit system. In
the Mackenzie Delta region, this assemblage is 12 to 16 kilometres thick.

The Jurassic and Lower Cretaceous petroleurn system includes strata from the Bug Creek Group to the Kamik
formation. Overlying the Jurassic Bug Creek Group strata are sediments of the Husky formation. These deep water
shales are the main source rocks for this petroleum system. They transition into shallow marine sandstones of the
Martin Creek Formation. The Kamik formation is the main gas bearing horizon for the Parsons Lake field operated by
ConocoPhillips.

The Lower Tertiary (Reindeer) petroleum sysiem includes strata from the Upper Cretaceous Boundary Creek and
Smoking Hills formations through to the Taglu sequence of the Reindeer formation. The Aklak and Taglu deltaic
sequences are the main reservoir intervals within this system. Other probable source rocks for this system include the
shales within the Upper Cretaceous to Paleocene Fish River sequence, and the shales within the Eocene Taglu and
Richards sequences.

The Tertiary Kugmallit petroleum system includes strata from the Kugmaltit formation through to the Iperk formati.on.
Reservoirs in this system include sands within the Kugmallit formation and minor sands within the Akpak formation.
Source rocks are the shales within the Oligocene Kugmallit sequence and Miocene Akpak sequence.
Because the Franklinian and Ellesmerian Assemblages are very deep over much of the Mackenzie Delta, they have not
been the focus of exploration efforts in the Mackenzie Delta to date. These stratal groups are, however, considered
prospective for hydrocarbons where they are relatively close to the surface.
Calville Lake

Colville Lake — Overview of the Area
The Colville Lake area in the central Mackenzie Valicy, Northwest Territories has been the focus of naniral gas
exploration since the 1970s. A number of major discoveries have been made in the Colville Lake area during that time,
with four Significant Discovery Licenses awarded to date, In addition, Paramount made two new discoveries (at Nogha
and Maunoir) in the area. There is no commercial oil or natural gas production in the Colville Lake area or the
Mackenzie Valley, as currently there is no pipeline or gathering system to transport production. See “Oil and Natural
Gas Properties - Spinout Assets — Proposed Mackenzie Valley Pipeline” below,

The Colville Lake Properiies

The Colville Lake propertics cover approximately 600,000 hectares {approximatcly 385,000 hectares net} in the
Mackenzie Valley, Northwest Territories. The Colville Lake properties are at:

* Nogha (Exploration Licence #426, Exploration Licence #430 and one concession agreement);
¢ Maunoir (Exploration Licence #39% and Exploration Licence £#428);

¢  Turton (Exploration Licence #414);

¢ Kelly (Exploration 1icence #424); and

e  Great Bear River (Exploration Licence #440).

The Nogha, Maunoir and Turton properties are held through a 50/50 joint venture with an industry partner, and the
Kelly and Great Bear River properties are wholly-owned.
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At Nogha, ELA26 and EL430 expire in June 2008 and May 2009, respectively. 1t is intended that EL426 be extended
for one year at a cost of $1 million payable by MGM Energy. Upon expiry, only discovery land defined by a successful
exploration well for which a Significant Discovery License has been applied for or obtained will be retained by the
lessee. ELA26 and EL430 cover approximately 88,365 hectares. The concession agreement regarding lands in the
Colville Lake region of the Shatu settlement area has rolling five year terms, with the first term ending in January,
2011. The concession agreement lands cover approximately 59,881 hectares. At the end of each term a portion of the
lands are retinquished by the lessee, with the magnitude of such portion depending on exploration success and work
completed during the term. Wells drilled by MGM Energy at Nogha target the Cambrian Mount Clark and Mount Cap
sands for natural gas at a depth of approximately 1,400 metres. The estimated cost to dnill and test a well at Nogha to
the target depth is approximately $8 million, Starting in 2011, an annual rental of approximately $300,000 will
commence in respect of the concession lands.

At Maunoir, EL359 and ELA28 will expire in August 2008 and May 2009, respectively. Upon expiry, only discovery
land defined by a successful exploration well for which a Significant Discovery License has been applied for or
obtained will be retained by the lessee. The Maunoir lands cover approximately 201,504 hectares. Wells drilled by
MGM Energy at Maunoir will target the Cambrian Mount Clark sands for natural gas at a depth of approximately
1,000 metres. The estimated cost to driil and test a well at Maunoir to the target depth is approximately $8 million.

At Turton, EL414 will expire in September 2009. Upon expiry, only discovery land defined by a successful exploration
well for which a Significant Discovery License has been applied for or obtained will be retained by the lessee. The
Turton lands cover approximately 84,880 hectares. Wells drilled by MGM Energy at Turton will target the Cambrian
Mount Clark sands for natural gas at a depth of between 1,500 and 2,000 metres. The estimated cost to drill and test a
well at Turton to the target depth is approximately $8 million.

At Kelly, EL424 has a first term of four years expiring in June 2008, subject to extension to June 2012 if certain work
is completed. Upon expiry, only discovery land defined by a successful exploration well for which a Significant
Discovery License has been applied for or obtained will be retained by the lessee. The Kelly lands cover approximately
80,608 hectares. Wells drilled by MGM Energy at Kelly will target the Cambrian Mt. Clark sands for natural gas at a
depth of between 1,500 and 2,000 metres. The estimated cost to drill and test a well at Kelly to the target depth is
approximately $8 million.

At Great Bear River, EL440 has a first term of four years expiring in May 2010, subject to extension to May, 2014 if
certain work is completed. Upon expiry, only discovery land defined by a successful exploration well for which a
Significant Discovery License has been applied for or obtained will be retained by the lessee. The Great Bear River
lands cover approximately 87,872 hectares. Wells drilled by MGM Energy at Great Bear River will target the
Devonian carbonates and Cambrian sandstones for natural gas. The estimated cost to drill and test a well at Great Bear
River is between $5 million and $10 million.

Exploration and Development to Date on the Colville Lake Properties
Ten wells have been drilled to date (four at Nogha, four at Maunoir and two at Turton), eight of which have been cased
and suspended and two of which have been abandoned. Approximately $82.2 million in net capital expenditures have
been made to date by Paramount on the Colville Lake properties.

Exploration and Development Plans for the Colville Lake Properties
Several prospects and leads have been identified through 2D seismic in the Colville Lake area. Current mapping
indicates good gas potential in the immediate area of the Nogha discovery as well as in the surrounding basal Cambrian

Sandstone strata.

In 2007/08 the Corporation intends to shoot seismic in the Kelly and Nogha areas at an estimated cost of $15 million,
defining drilling for the 2008/09 winter drilling season.
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Previous Discoveries on the Colville Lake Properties

Discoveries have been made by Paramount at Nogha and Maunoir. The Nogha C-49 and M-17 discovery \y'ells were
production tested at combined rates from the Mount Clark A and C zones of 5.1 and 3.5 Mmcf/d, respectively. The
Maunoir C-34 discovery well was production tested at 235 bbls/d of oil.

Colville Lake — Potential Resources

‘The Mackenzie Evaluation estimates potential undiscovered resources for the Colville Lake Cambrian sandstone,
which covers approximately 5.3 million hectares in the Mackenzie Valley, of up to 8.6 Tcf of gas in place (high case}.
Undiscovered resources are those quantities of oil and gas estimated on a given date to be contained in accumulations
yet to be discovered.

An evaluation of the potential resources of the Nogha propenty at Colville Lake, conducted by McDaniel, estimates the
potential raw contingent resources of the property to be approximately 181.5 Bef (high case). The evaluation is as of
December 31, 2006.

The table below summarizes the estimated volumes of raw contingent resources attributable to the Nogha property at
Colville Lake, net to MGM Energy. The estimates presented are in accordance with the definitions and guidelines in
the COGE Handbook and NI 51-101.

()

(Estimate)®®
Low Best High
15.3 55.7 181.5

Notes;

{}) Raw contingent resources are those quantities of produced gas prior wo processing (which would extract saleable volumes of natural gas
liquids andfor other gases) estimated to be potentially recoverzble from known accumulations but are classified as a resource rather than a
reserve duc to: lack of pipeline infrastructure, making the project uneconomic on a stand alone basis; potential regulatory issues with respect
to the construction of the pipeline and facility infrastructure; lack of demonstrated intent to bring the volumes to market within & specific
time frame; and insufficient drilling or technical data to be able to accurately estimate total pool productivity. Estimates are shown before
the deduction of royaities.

(2) A low cstimate is a conservative estimate of the quantity that will actually be recovered from the accumulation; a best estimate is the best
estimate of the quantity that will actuaily be recovered from the accumulation; and a high estimate is an optimistic estimate of the quantity
that will acwally be recovered from the accumulation.

Colville Lake — Geology

The primary exploration target in the northern Sahtu area of the Mackenzie Valley near Colville Lake is the Cambrian-
aged Mount Clark formation sandstones. Overlying the Mount Clark formation are sandstones, silistones, shales, thin
limestone and dolostone of the Mount Cap formation, The Mount Cap formation ranges in thickness from 70 metres to
over 920 metres. Up to 200 metres of evaporitic sediments and variegated shales of the Saline River formation overly
the Mount Cap formation, with the Saline River formation being bepeath the late Cambrian to carly Ordivician
carbonate of the Franklin Mountain formation. The Franklin Mountain formation lies beneath the middle Devonain
Bear Rock, Hume and Rampart-Kee Scarp formations and the Cretaceous sand and shales of the Slater River
formation,

Proposed Mackenzie Valley Pipeline
The Mackenzie Valley pipeline is a proposed 1,220 kilometre pipeline and gathering system to transport natural gas

from existing and cumrently undiscovered natural gas ficlds in the Mackenzie Delta through the Mackenzie Valley to
connect northern onshore gas fields with North American markets.
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Imperial Oil Resources Ventures Limited, on behalf of itself and ConocoPhillips Canada (North) Limited, Shell Canada
Limited, ExxonMobil Canada Properties and the Aboriginal Pipeline Group, has submitted applications to the NEB for
regulatory approvals required for the Mackenzie Valley pipeline as well as applications to the boards, panels and
agencies responsible for assessing and regulating energy developments in the Northwest Territories. Applications were
submitted beginning in April 2005. Approvals in respect of the required applications are required before fieldwork can
begin on the Mackenzie Valley pipeline. Such approvals include permits to develop and operate the pipeline’s
infrastructure, such as construction camps, access roads, pipeline rights-of-way, storage areas and granular queries, as
well as land and water use permits needed for pipetine construction and operation.

Preliminary plans target construction of the pipeline over four years once all necessary permits, licences and
authorizations have been obtained.

Production Transportation Plans

Paramount has publicly stated that it supports the construction of the Mackenzie Valley pipeline and has been involved
in certain of the hearings in respect of the pipeline. MGM Energy has adopted the statements and evidence of
Paramount in this regard. MGM Energy intends to discuss the transportation of its natural gas via the Mackenzie Valley
pipeline and related gathering system, if approved and constructed, with Imperial Qil Resources Ventures Limited.
MGM Energy will need to construct additional facilities in respect of certain of its properties in order to utilize the
Mackenzie Valley pipeline and related gathering system, if approved and constructed.

If the construction of the Mackenzie Valley pipeline and related gathering system is deferred, delayed or not approved,
the Corporation will examine its available options to transport its natural gas to market, including the staged
construction by the Corporation or the support by the Corporation for the construction by others of alternate pipeline
and gathering systems.

OIL AND GAS RESERVES DATA
Ancillary Asset

The Ancillary Asset was transferred from Paramount to the Corporation under the Arrangement pursuant to the
Ancillary Asset Transfer Agreement on January 12, 2007. The sale price for the Ancillary Asset was $5 million, which
was satisfied by the cancellation of a $5 million promissory note issued by Paramount to the Corporation pursuant 1o
the Armangement. Under the Ancillary Asset Transfer Agreement, Paramount has the option to reacquire the Ancillary
Asset from the Corporation for the same price, provided that at the time of such acquisition the Corporation has proved
developed reserves with a net present value (on a constant price basis) of aot less than §3 million discounted at 20% or
would otherwise then meet the TSX's initial listing requirements and provided further that such acquisition would not
result in the delisting from the TSX of any of the Corporation’s securities or the Corporation being in default of any of
the TSX’s listing maintenance requirements.

The Ancillary Asset consists of one well in the Cameron Hills area of the southern portion of the Northwest Territories.
The Corporation is the operator of the well and has an 88% interest in the well. The well had test production from the
Sulphur Point formation at rates of 100 to 150 bbls/d in 2003 with minor amounts of associated gas, but is not currently
producing. If additional facilities are constructed, production from the well can be tied into an existing pipeline
approximately one kilometre away, with production to be sent via such pipeline to a battery at Bistcho Lake
approximately 70 kilometres away.

The tables below summarize the crude oil, natural gas liquids (“NGL”) and natural gas reserves related to the
Ancillary Asset of the Corporation and the present worth of future net cash flows associated with such reserves
effective as at December 31, 2006, as evaluated by McDaniel in a report dated February 26, 2007 based on constant
price assumptions and have been extracted from the McDaniel Reports. The McDaniel Reports have been prepared
in accordance with the standards contained in the COGE Handbook and the reserves definitions sat out by the
Canadian Securities Administrators in NI 51-10]1 and the COGE Handbook. The tables summarize the data
contained in the McDaniel Reports and, as a result, may contain slightly different numbers than the McDaniet
Reports due to rounding. All future cash flows are stated prior to provision for indirect costs and lease
reclamation costs (other than well abandonment costs associated with existing wells and wells to be drilled in
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the future that have been assigned reserves) and after deduction of royalties and estimated future capital
expenditures.,

It should not be assumed that the present worth of estimated future cash flows shown below is representative
of the fair market value of the reserves. There is no assurance that such price and cost assumptions wiil be
attained and variances could be material. The recovery and reserve estimates of MGM Energy’s crude oil,
NGL and natural gas reserves provided herein are estimates only and there is no guarantee that the
estimated reserves will be recovered. Actual crude oil, natural gas and NGL reserves may be greater than or
fess than the estimates provided herein. In the various reserves related tables included herein, columns may
not add due to rounding.

The Ancillary Asset was acquired by MGM Energy to e¢nsure that MGM Energy met the minimum listing
requirements of the TSX. MGM Energy has no plans in 2007 to tie in or produce the Ancillary Asset.

All of MGM Energy’s crude oil, NGL and natural gas reserves are located within Canada.
The following table summarizes the reserves evaluated at December 31, 2006 using constant prices and costs.
SUMMARY OF OIL AND GAS RESERVES
AND NET PRESENT VALUES OF FUTURE NET REVENUE
As of December 31, 2006

CONSTANT PRICES AND COSTS

_ Light and Medium Oil Natural Gas Natural Gas Liquids
Grosst Net'? Gross™ Net® Grass!! Net?
Reserves Category (Mbbls) (Mbbls) (Mmcf) {Mmef) (Mbbls) (Mbbls)
PROVED®
Proved Developed Producing'® - — — — - —
Proved Developed Non-Producing™ 74 74 599 598 2 2
Proved Undeveloped® - —_ — — — =
TOTAL PROVED 74 74 599 598 2 2
TOTAL PROBABLE” 25 25 200 199 1 1
TOTAL PROVED PLUS PROBABLE 99 98 22 21 3 d

Net Present Values of Future Net Revenue Based on Constant Prices and Costs
BEFORE DEDUCTING INCOME TAXES DISCOUNTED AT

0% 5% 10% 15% 20%
Reserves Category (5000s) (3000s) {3$600s) {$000s) (3000s)

PROVED®

Proved Developed Producing™ — — — — —
Proved Developed Non-Producing'” 5,042 4,284 3,678 3,189 2,790
Proved Undeveloped® = - = - =
TOTAL PROVED 5,042 4284 3,678 3,189 2,790
TOTAL PROBABLE" 1.694 1,249 938 718 559
TOTAL PROVED PLUS PROBABLE &736 5533 4616 3,907 3.349

Notes:

{1) Gross reserves includes the working interest reserves before deduction of royalties payable to others,
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{2) Net reserves is gross reserves afler deducting royalties payable to others,

(3) “Proved” reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is likely that the actual
remaining quantities recovered will exceed the estimated proved reserves,

(4) *Developed Producing™ reserves are those reserves that are expected o be recovered from completion intervels apen at the time of the
estimate. These reserves may be curvently producing or, if shut-in, they must have previously been on production, and the date of
resumption of production must be known with reasonable certainty.

(5) "Devcloped Non-Producing”™ reserves are those reserves that cither have not been on production, or have previously been on production, but
are shut-in, and the date of resumption of production is unknown.

(6) “Undeveloped™ reserves are those reserves expected to be recovered from known accunmulations where a significant expenditure (for
example, when compared to the cost of drilling a well) is required to render them capable of production,

(7) “Probable” reserves are those additional reserves that are less certain Lo be recovered than proved reserves. It is equally likely that the actuat
remaining quantities recovered will be greater or less than the sum of the estimated proved phus probable reserves.

(8) Numbers may not add due to rounding.

Crude Oil and NGLs Coastant Prices Used in Estimates

Natural Natural Gas Liquids
Crude Oil Gas Edmonton Reference Price {($/Bbl)
Natural
West Texas Edmonton Bow River at Field NGL Gasoline &
Intermediate Light Crude Hardisty Field Gate Propane Butane Mix Condensates
(U.5.$/Bbl) ($/Bb) ($/Bbl) ($MMBru)
61.05 67.06 49.66 593 36.80 49.10  48.10 71.99
INDUSTRY CONDITIONS

The oil and natural gas industry is subject to extensive controls and regulations governing its operations
(including land tenure, expioration, development, production, refining, transportation and marketing)
imposed by legislation enacted by varicus levels of government and, with respect to pricing and taxation of
oil and natural gas, by agreements among the Government of Canada and the Northwest Territories, all of
which should be carefully considered by investors in the oil and gas industry. It is not expected that any of
these controls or regulations will affect the operations of MGM Energy in a manner materially different
than they would affect other oil and gas companies of similar size. All current legislation is a matter of
public record and MGM Energy is unable to predict what additional legistation or amendments may be
enacted. Qutlined below are some of the principal aspects of legislation, regulations and agreements
governing the oil and gas industry in Canada,

Government Regulation

The oil and natural gas industry is subject to extensive controls and regulations imposed by various levels of
government. Regulatory approvals must be obtained before drilling wells or constructing facilities. Failure to
obtain such approvals on a timely basis could result in delays or abandonment of projects and increased costs.
Although it is not expected that any of these controls or regulations will affect the operations of MGM Energy in a
manner materially different than they would affect other Canadian oil and natural gas companies of similar size
exploring and operating in the Northwest Territories, these controls and regulations should be considered carefully
by those investing in the oil and gas industry. All current legislation is a matter of public record and MGM Energy
is unable to predict what additional legislation or amendments may be enacted.

Land Tenure & Production Rights Processes
Federal Crown Lands

Crude oil and natural gas located in the Northwest Territories is owned predominantly by the Government of
Canada. The federal government grants rights to explore for and produce oil and natural gas pursuant to licences
issued for varying terms and on varying conditions as set forth in federal legislation and by the parties themselves.
Such conditions may include, but are not limited to, obligations to drill welis or produce petroleum substances.
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Oil and natural gas rights in lands owned by the federal government within the Northwest Territories are initially
obtained by way of an Exploration Licence. EL’s are issued through a bid process and generally incorporate the
terms and conditions set out in the bid. EL’s may be issued for non-renewable terms of up to and including 9 years,
subject to extensions where the drilling of a well is in progress. Where the holder of an EL makes a significant
discovery, as determined by the NEB, they may apply for and be issued a “declaration of significant discovery”
from the NEB. Upon the issuance of the declaration of significant discovery, the holder of the EL may apply for
and be issued a significant discovery license (an “SDL”) which will remain in effect for so long as the declaration
of significant discovery continues. The area covered by an SDL may vary in accordance with amendmenis to the
declaration of significant discovery. Both ELs and SDLs provide the holder with the right to explore for and the
exclusive right to drill and test for petroleum, the exclusive right to develop the lands in order to produce
petroleun and the exclusive right 1o obtain a production licence for the lands once a declaration of commercial
discovery has been made by the NEB.

Where a declaration of commercial discovery has been made by the NEB, the holder of the EL or SDL may then
apply for and shall be issued a production Hcence (“PL™). PLs are issued for a term of 25 years, subject to the
continuance of the certificate of commercial discovery, and are automatically extended for such time thereafter as
commercial production continues. PLs provide the same rights as ELs and SDLs along with the exclusive right to
produce petroleum and title to the petroleum so produced. Where commercial production has not commenced on
any portion of the commercial discovery area, an order may be issued requiring production from such portion or
else forfeiture of that portion from the commercial discovery area. The area covered by the PL may vary in
accordance with amendments to the commercial discovery area.

Concession Agreement Lands

Oil and natural gas located in the Northwest Territories can also be privately owned and rights to explore for and
produce such oil and natural gas are granted by leases and concession agreements on such terms and conditions as
may be negotiated between the parties themselves.

Pursuant to agreements made between First Nations and the Government of Canada, First Nations have been
granted title to certain lands in the Northwest Territories, in fee simple, including mines and minerals within, upon
or under such lands. As such, various Northwest Territories’ lands, which include lands associated with the
Spinout Assets, are now owned by First Nations organizations.

In order to obtain the right to explore and produce minerals within these lands, corporations enter into oil and gas
concession agreements with the owner (or its designated organization) of the lands, In particular, a portion of the
Spinout Assets are subject to concession agreements with First Nations organizations.

Generally, such concession agreements function similar to ot and gas leases, whereby the lessor, as the legal
owner, grants the lessee certain rights to explore for and produce oil and gas, subject to the specific terms of the
concession agreement.

Typicatly, upon entering into the concession agreement, the lessee is granted the right 1o explore and produce oil
and gas from the land, for an initial term, followed by potential renewable terms. All lease terms are subject to
various drilling and payment obligations, which if not satisfied by the lessee, may result in, without limitation, the
termination of certain rights, the surrendering of specific portions of the leased land, payment penalties and/or
termination of the agreement.

The grant to the lessee is also subject to the payment of royalties to the lessor based on production from the leased
lands or revenues from production from the leased lands, Typically, the royalty procedure and calculation is
comparable to the Crown royalty calculation, stated below. More specificaily, the royalty rates vary (most often
escalate) with the length of time a well or production unit has been producing. After a well or production unit has
been producing for a specified period of time, or in some instances at the time a well “pays out”, the royalty will
most often become fixed at a certain percentage. Furthermore, it is common for the lessor to have a right to acquire
a working interest in the leased lands, or a right to convert the royalty interest to a working interest in the
leased lands.

In addition, the lessee is often contractually obligated to consult with the lessor and associated First Nations
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representatives and to commit to community support incentives such as first consideration for employment,
training and business opportunities; support and utilization of local business; development of employment
opportunity procedures and development training plans etc,

Pricing and Marketing — Natural Gas

In Canada, the price of natural gas sold domestically and internationaily is determined by negotiation between
buyers and sellers. Such price depends, in pant, on natural gas quality, prices of competing natural gas and other
fuels, distance 10 market, access 1o downsiream transportation, length of contract term, weather conditions, the
value of refined products and the supply/demand balance and other contractual terms. Natural gas exported from
Canada is subject to regulation by the NEB and the Government of Canada. Exporters are free to negotiate prices
and other terms with purchasers, provided that the export contracts must continue to meet certain criteria
prescribed by the NEB and the Government of Canada. Natural gas exports for a term of less than two years or for
a term of two to 20 years (in quantities of not more than 30 Mcf/d), must be made pursuant to an NEB order. Any
natural gas export to be made pursuant to a contract of longer duration (to a maximum of 25 years) or a larger
quantity requires an exporter to obtain an export licence from the NEB and the issue of such a licence requires the
approval of the Governor in Council.

Pricing and Marketing — Oil

In Canada, producers of cil negotiate sales contracts directly with oil purchasers, with the result that the market
determines the price of oil. The price depends in part on oil quality, prices of competing fuels, distance to market,
the value of refined products and the supply/demand balance and other contractual terms. Oil exports may be made
pursuant to export contracts with terms not exceeding one year in the case of light crude, and not exceeding two
years in the case of heavy crude, provided that an order approving any such export has been obtained from the
NEB. Any oil export 1o be made pursuant to a contract of longer duration {to a maximum of 25 years) requires an
exporter to obtain an export licence from the NEB and the issue of such a licence requires the approval of the
Govemor in Council of Canada.

Royalties and Incentives

The royalty regime is a significant factor in the profitability of oil and natural gas production. Royalties payable on
production from lands other than Crown lands, such as lands held privately in fee simple or lands held by First
Nations groups, are determined by negotiations between the mineral owner and the lessee. Crown royalties are
determined by government regulation and are generally calculated as & percentage of the value of the gross
production, and the rate of royalties payable generally depends in part on well productivity, geographical location,
production and marketing costs and the type or quality of the petroleum product produced. Additionally, other
royalties and royalty-like interests are occasionally carved out of the working interest owner's interest through
non-public transactions. These are often referred to as overriding royalties, gross overriding royalties, net profits or
net carried interests.

Federal land in the Northwest Territories is categorized as “frontier lands” under the Canada Petroleum Resources
Act (Canada) (the “CPRA”). Pursuant to the CPRA, royalties on petroleum and natural gas production from
frontier lands are reserved for Canada’s federal government. There are no royalties payable directly to the
government of the Northwest Territories.

The calculation of federal Crown royalties on frontier lands is governed by the Frontier Lands Petroleumn Royalty
Regulations (Canada). Under these regulations, royalties are payable to the federal Crown once production from
project lands has commenced (which is the time at which the petroleum products become marketable). Royalties
are not payable during the pre-production period when activities such as exploration, testing, and drilling are being
conducted.

Prior to payout, (payout means the point where the cumulative adjusted gross revenues of the interest holder in
relation to the project exceeds the adjusted cumnulative cost base of the interest holder in relation to the project)
royalties are payable on a graduated monthly basis. For the first 18 months after production has commenced, 1% of
Eross revenues are payable to the Crown; for the 19% 1o the 36" month after the commencement of production, 2%
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of gross revenues are payable to the Crown; for the 37" to 54™ month after production has commenced, 3% of
gross revenues are payable to the Crown; for the 55 to the 72™ month after production has commenced, 4% of
gross revenues are payable to the Crown; and from the 73" month afler production commences until payout has
been achieved, 5% of gross revenues are payable to the Crown. The capital remaining in the payout account
receives a capital cost allowance of the long-term Government of Canada bond rate ptus 10% added anmually to
the account.

Once payout has been achieved, royalties to the Crown continue to be paid on a monthly basis. The post-payout
Crown royalty payable will be the greater of thirty percent of net revenues or five percent of gross revenues of
the project.

Royalties payable to the First Nations organizations under the Spinout Assets lands covered by the concession
agreements are similar to those payable ta the Crown.

Environmentai Regulation

The cil and natural gas industry is currently subject to environmental regulation pursuant to provincial, territorial
and federal legislation. Environmental legislation provides for restrictions and prohibitions on releases or
emissions of various substances produced or utilized in association with certain oi! and natural gas industry
operations. In addition, legislation requires that well, pipetine and facility sites be abandoned and reclaimed to the
satisfaction of the applicable regulatory authority. A breach of such legislation may result in the imposition of fines
and penalties, the revocation of necessary licenses and authorizations and civil habitity for pollution damage.

In the Northwest Territories, environmental compliance is governed by the Environmental Protection Act
(Northwest Territories) (the “EPA”), the Environmental Rights Act (Northwest Territories) (the “ERA™), the
Canadian Environmental Assessment Act (Canada) (the “CEAA"), the Canadian Environmental Protection
Act, 1999 (Canada) (the “CEPA™) and the Canada Oil and Gas Operations Act (Canada) (the “COGOA™), all of
which impose certain environmental responsibilities on oil and natural gas operators and working interest holders
in the Northwest Territories and impose penalties for violations.

In 1994, the United Nations’ Framework Convention on Climate Change came into force and three years later led
to the Kyoto Protocol which requires participating countries, upon ratification, to reduce their emissions of carbon
dioxide and other greenhouse gases (“GHG”"). Canada ratified the Kyoto Protocol in late 2002 and as a result is
obligated to set legally binding limits on GHG emissions. On October 19, 2006, the Canadian federal government
introduced into Parliament the Clean 4ir Act (“Bill C-30”) and released its accompanying Notice of Intent 10
Develop and Implement Regulations and Other Measures to Reduce Air Emissions, (the “Notice™). Bill C-30 and
the Notice are intended to reflect the Government’s “made in Canada” approach to Canada’s Kyoto Protocol
obligations and reduce air pollutants and GHG emissions in Canada. Bill C-30 does not expressly include emission
reduction targets. However, the Notice provides for sector emission intensity based targets for GHGs to come into
effect by the end of 2010 and for long term GHG emission reduction targets to be met by 2050. The National
Round Table on the Environment and Economy is charged with advising the federal government of Canada on
these targets.

MGM Energy will be committed to meeting its responsibilities to protect the environment wherever MGM Energy
operates or holds working interests and anticipates making increased expenditures of both a capital and expense
nature as a result of increasingly stringent laws relating to the protection of the environment. MGM Energy will be
taking such steps as required to ensure compliance with the EPA, ERA, CEAA, CEPA, COGOA and Bill C-30,
should it become law. MGM Energy believes that it is reasonably likely that the trend in environmental legislation
and regulation will continue towards stricter standards and that this could lead to increased capital expenditures
and operating costs.

RISK FACTORS

The following is a summary of certain risk factors relating to the Corporation and the ownership of the
Corporation’s securities. These risk factors should be carefully considered.,
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Absence of Infrastructure to Transport the Corporation’s Production

Due to the location of the Spinout Assets, there is no infrastructure currently available to transport oil, natural gas
and NGLs from the Corporation’s existing and future wells to market. While the Mackenzie Valley pipeline and
related gathering system, which would enable the Corporation to transport its oil, natural gas and NGLs to market
either with or without additional infrastructure being built by the Corporation, has been proposed and is currently
the subject of regulatory hearings, there is no guarantec that it will be completed on a timely basis or at all. The
Corporation’s ability to market its oil, naturat gas and NGLs, and therefore receive payment for its production,
depends upon MGM Energy’s ability to transport its oil, natural gas and NGLs to market. If the Corporation is
unable to transport its oil, natural gas and NGLs to market within a reasonable time, the value of its assets, and
therefore of the Common Shares, will be materially affected.

Exploration Risks

The exploration of the Corporation’s oil and gas properties involves a high degree of risk that no production wili
be obtained or that the production obtained wil be insufficient to recover drilling and completion costs. The costs
of drilling, completing and operating wells are uncertain to a degree. Cost overruns can adversely affect the
econemics of the Corporation’s exploration programs and projects. In addition, the Corporation’s drilling plans
may be curtailed, delayed or cancelled as a result of numerous factors, including, among others, equipment
failures, weather or adverse climate conditions, shortages or delays in obtaining qualified personnel, shortages or
delays in the delivery of or access to equipment, necessary regulatory or other third party approvals and
compliance with regulatory requirements.

Wells to be Drilled by the Corparation are Very Castly

Wells to be drilled by the Corporation on the Spinout Assets an estimated to cost approximately $8 million to
$24 million per well, but may exceed that amount. Accordingly, if the Corporation is unsuccessful on a number of
wells, it may result in a material adverse affect on MGM Energy’s assets, prospects and financial condition.
Additionally, if the Corporation is not successful on the first few wells drilled on the MDFI Agrecment lands,
MGM Energy may determine not to drill a total of five wells on these lands and, as a result, would not earn any
interest in these lands pursuant to the terms of the MDFI Agreement.

Operational Matters

The ownership and operation of oil and natural gas wells, pipelines and facilities involves a number of operating
and natural hazards which may result in blowouts, environmental damage and other unexpected or dangerous
conditions resulting in damage to the Corpomation’s properties and possible liability to third parties. The
Corporation intends to employ prudent risk management practices and maintain suitable liability insurance, where
available. The Corporation may become liable for damages arising from such events against which it cannot insure
or against which it may elect not to insure because of high premium costs or other reasons. Costs incwred to repair
such damage or pay such liabilitics could have a material adverse effect on the Corporation, its operations and
financial condition.

Availability of Equipment and Qualified Personnel and Related Costs

Oil and natural gas exploration and development activities are dependent on the availability of drilling and related
equipment and qualified personnel in the particular areas where such activities will be conducted. Demand for such
limited equipment and qualified personnel may affect the availability of such equipment and qualified personne! to
MGM Energy and may delay the Corporation’s exploration and development activities. In addition, the costs of
qualified personnel and equipment in the area where the Spinout Assets are located are very high due to the
availability of, and demands for, such qualified personnel and equipment in the area.

Resource Estimates
The resource estimates in respect of certain of the Spinout Assets and the area in which the Spinout Assets are

located are only estimates and the ultimate resources may be significantly less than the estimates. Estimates of
resources depend in large part upon the reliability of available geological and engineering data. Geological and
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engineering data are used to determine the probability that a reservoir of oil and/or natural gas exists at a particular
location, and whether, and to the extent to which, such hydrocarbons are recoverable from the reservoir.

Insufficient Proceeds from Exercise of Warrants and Need for Additional Financings

MGM Energy requires the proceeds from the exercise of the Warrants, and will require additional financing, in
order to carry out its proposed exploration and development activities. The Corporation may not receive sufficient
proceeds from the exercise of the Warrants to carry out its exploration and development activities to the end of the
2007/2008 winter drilling season as currently anticipated. If insufficient proceeds are received from the exercise of
the Warrants, the Corporation will have to obtain additional financing earlier than anticipated. The Corporation
may not be able to obtain financing on terms acceptable to the Corporation or at all. Failure to obtain required
financing on a timely basis could cause the Corporation’s interest in its properties to be lost or reduced and may
have a material adverse effect on the Corporation’s operations and financial condition.

Volatility of Commodity Prices

Qil and naturai gas prices fluctuate significantly in response to regional, national and global supply and demand
factors beyond the control of the Corporation. Political and economic developments around the world can affect
world oil and natural gas supply and prices. Any prolonged period of low oil and natural gas prices could result in
a decision by the Corporation to suspend or terminate exploration, as it may become uneconomic to explore for
and/or produce oil or natural gas at such prices.

Environmental Concerns

The oil and natural gas industry is subject to environmental regulations pursuant to local, provincial and federal
legislation. A breach of such legislation may resuit in the imposition of fines or other penalties. See “Industry
Conditions — Environmental Regulation”. Should the Corporation be unable to fully fund the cost of remedying
an environmental problem, MGM Energy might be required to suspend operations or enter into interim compliance
measures pending completion of the required remedy.

Seasonality and Climate

The Spinout Assets are only accessible when the ground is frozen. Accordingly, a mild winter may result in limited
access and, as a result, reduced operations or a cessation of operations.

In addition, the Spinout Assets are focated in the far north of Canada where the climate can be very cold and harsh.
Extreme cold or other harsh weather such as blizzards can result in additional costs and delays to the Corporation’s
exploration progrars,

No Operational History
The Corporation was only recently organized and has no history of operations.
Competition

There is strong competition relating to all aspects of the oil and natural gas industry. The Corporation will actively
compete for capital, skilled personnel, access to rigs and other equipment, access to processing facilities and
pipeline and refining capacity and in all other aspects of its operations with a substantial number of other
organizations, many of which will have greater technical and financial resources than the Corporation.

Potential Conflicts of Interest

Certain conflicts of interest could arise as a result of the relationship between Paramount and MGM Energy. Two
of the directors of MGM Energy are directors of Paramount, and one officer of the Corporation is also an officer of
Paramount. In addition, the Corporation wifl be dependent on Paramount for administrative, operating and other
services pursuant to the Services Agreement. The directors and officers of Paramount and the Corporation have
fiduciary duties to manage Paramount and the Corporation, respectively, in a manner beneficial to Paramount and
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MGM Energy, respectively. The duties of the directors and officers of Paramount and the Corporation may come
into conflict.

Current members of the Board of Directors are directors or officers of corporations which are in competition to the
interests of the Corporation. No assurances can be given that opportunities identified by such board members will
be provided 1o the Corporation.

PRINCIPAL SHAREHOLDERS

MGM Energy is authorized to issue an unlimited number of Common Shares. As at March 29, 2007, there were
35,226,834 Comumon Shares and 14,194,121 Longer Term Warrants issued and outstanding, Each Commoen Share
carries the right to one vote at any meeting of MGM Energy Sharcholders. As at March 29, 2007, to the knowledge
of the directors and senior officers of MGM Energy, the only persons or companies who beneficially own, directly
or indirectly, or exercise control or direction over, Common Shares carrying more than 10% of the voting rights
artached to all issued and outstanding Common Shares (on a non-diluted basis) were:

Name Type of Ownership Number of Cornmon Shares % of Common Shares
Paramount Resources Ltd. Legal/Beneficial 18,200,000 51.7%
Clayton H. Riddell”™ Legal/Beneficial 8,221,710 23.3%
CDS & Co.™ Legal 7,463,528 21.2%

Notes:

(1) Beneficial ownership is not known to MGM Energy.
(2) The information as to beneficial ownership of the Common Shares not being within the knowledge of the Corporation has been fumished by
Mr. Clayton H. Riddell.

DIRECTORS AND OFFICERS
The Corporation’s articles provide that the Corporation must have a minimum of three and a maximum of twelve
directors. The Corporation’s directors will be elected annually by the Corporation’s shareholders, with the Board of
Directors having the ability to appoint additional directors between annual meetings of shareholders in accordance
with the Corporation’s by-laws and the ABCA.

Directors and Officers of the Corporation

As at December 31, 2006, the directors of the Corporation were Messrs, James H. T. Riddell, Charles E. Morin and
Bemard K. Lee. Pursuant to the Arrangement, the Board was reconstituted, as set forth below.

The name, municipality of residence, position and offices held with the Corporation and principal occupations for
the prior five years of each of the directors and senior officers of the Corporation are as follows:

Name and Municipality of Present Position(s) with Princlpal Occupation
Residence MGM Energy Director Since™ in Past Five Years
Clayton H. Riddell™® Director and Chief January 11, 2007 Chief Executive Officer
Calgary, Alberta Executive Officer of Paramount,
James H. T. Riddell Executive Chairman October 31, 2006 President and Chief
Calgary, Alberta Operating Officer of

Paramount since June
2002; prior thereto held
various positions with
Paramount.




Name and Municipality of

Residence

Present Position(s) with
MGM Energy

Director Since'"

Principal Occupation
in Past Five Years

Henry W. Sykes®®
Calgary, Alberta

Bernard K. Leg™®®
Calgary, Alberta

Gary L. Bunio""

Calgary, Alberta

Nancy F. Dilts!?
Calgary, Alberta

Michael N. Chemofi™*s

Vancouver, British Columbia

Daryl H. Gilbert®*®
Calgary, Alberta

Robert B. Hodginst™*®
Calgary, Alberta

President and
Director

Chief Financia) Officer

Vice President and Chief
Operating Officer

Vice President, Legal &
Regulatory and Comporate
Secretary

Director

Director

Director

January 11, 2007

N/A

N/A

N/A

January 11, 2007

January 11, 2007

January 11, 2007

President of MGM
Energry since January 12,
2007, prior theveto, from
March 2001 to March
2006, President of
ConocoPhillips Canada.

Chief Financial Officer of
Paramount since 2003;
prior thereto, various
senior positions with
Alberta Energy Company
Ltd. and its successor
EnCana Corporation.

Vice President and Chief
Operating Officer of
MGM Energy since
January 11, 2007; prior
thereto Manager, Heavy
Oil and Sahtu
Development of
Paramount; prior thereto
various senior positions
with EnCana Corporation
and PanCanadian Energy
Corporation,

Vice President, Legal &
Regulatory and Corporate
Secretary of MGM
Energy since March 19,
2007; prior thereto, from
2002 to 2007, Vice
President General
Counsel of
ConocoPhillips Canada;
prior thereto, General
Counsel of Conoco
Canzda.

Corporate Director

Corporate Director; prior
thereto, from 1994 to
2005, President and Chief
Executive Officer of
Gilbert Laustsen Jung
Associates Ltd.

Corporate Director; prior
thereto, from 2002 to
2004, Chief Financial
Officer of Pengrowth
Energy Trust.
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Name and Municipality of Present Position(s) with Prioacipal Occupation
Residence MGM Energy Director Since™ in Past Five Years
Robert B. Peterson®*9 Director January 11, 2007 Corporate Director
Aurora, Ontario
Robert R, Rooney ™ Director January 11, 2007 Corporate Director; priot
Calgary, Alberta thereto, until November

2005, partner with the law
firm of Bennett Jones
LLP.

Notes:

1) Al of the directors of the Carporation have been appointed to hold office until the next anmual general meeting of shareholders or until their
successors are duly clected or appointed, unless their office was earlier vacated.

(2) Member of Audit Committee.

(3) Member of Compensation Committee.

(4) Member of Corporate Governance Committee.

{5) Member of Environmental, Health and Safety Committes,

(6) Independent Director.

{7 Appointed as Chief Financial Officer on Oclober 31, 2006.

(8) Scrved as a director of the Corporation a5 at December 31, 2006, Pursuant 10 the Armngement, Bernard K. Lee resigned as a direcior and
continued with MGM Encrgy as Chief Financial Officer,

(9) This individual also holds the same position with Paramount,

(10) Appointed as President as of January 12, 2007,

(11) Appointed as Vice President and Chief Operating Officer as at January 11, 2007.

(12) Appointed as Vice President, Legal & Regulatory and Corporate Secretary as of March 19, 2007.

Committees of the Board of Directors

The Board of Directors has appointed an audit committee, 8 compensation committee, a corporate governance
committee and an environmental, health and safety committee, each consisting of three directors. The members of
each of the committees are comprised entirely of independent directors, other than the Compensation Committee
and the Corporzate Governance Committee, which have a majority of independent directors. The Board of Directors
may from time to time establish additional committees. The mandates of each of the committees have been
¢stablished and are in compliance with applicable legal and regulatory requirements.

As at March 30, 2007, the directors and executive officers of the Corporation, as a group, beneficially own, directly
or indirectly, or exercise control or direction over, 8,779,347 Common Shares (approximately 24.9% of the issued
and outstanding Commeon Shares) and 7,377,285 Longer Term Warrants (approximately 52.0% of the outstanding
Longer Term Warrants}. The information as to Common Shares and Longer Term Warrants beneficially owned, not
being within the knowledge of the Corporation, has been furnished by the respective individuals,

Conflicts of Interest and Fiduciary Duties

Certain conflicts of interest could arise as a result of the relationship between Paramount and MGM Energy. Two of
the directors of MGM Energy are directors of Paramount, and one officer of MGM Energy is also an officer of
Paramount. In addition, MGM Energy will be dependent on Paramount for administrative, operating and other
services pursuant to the Services Agreement. The directors and officers of Paramount and MGM Energy have
fiduciary duties to manage Paramount and MGM Energy, respectively, in a manner beneficial to Paramount and
MGM Energy, respectively. The duties of the directors and officers of Paramount and MGM Energy may come into
conflict. Such conflicts will be resolved in accardance with the ABCA, where applicable. For more information
regarding Paramount's relationship to MGM Energy, see “Services Agreement” and “Principal Shareholders”.

There are potential conflicts of interest to which the directors and officers of MGM Energy will be subject in
connection with the operations of MGM Energy. In particular, certain of the directors and officers of MGM Energy
are involved in director positions with other oil and gas companies whose operations may, from time to time, be in
direct competition with those of MGM Energy or with entities which may, from time to time, provide financing to,
or make equity investments in, competitors of MGM Energy,
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Certain directors of the Corporation are associated with other companies, including Paramount, which may give rise
to conflicts of interest. In accordance with the ABCA, directors who have an interest in a material contract or a
material transaction, whether made or proposed, with the Corporation are required, subject to certain exceptions, to
disclose the nature and extent of the interest. A director required to disclose such interest shall abstain from voting
on any resolution to approve the contract or transaction, except as otherwise permitted by the ABCA. In addition,
each director is required to act honestly ard in good faith with a view to the best interests of the Corporation.

Certain directors of the Corporation have either other employment or other business or time restrictions placed on
them and accordingly, these directors of the Corporation will only be able to devote part of their time to the affairs
of the Corporation.

Cease Trade Orders or Bankruptcies

No director, officer or controlling shareholder of the Corporation has or is, within the past ten years, been a director
or officer of any other issuer that, while that person was acting in that capacity:

(a) was the subject of a cease trade or similar order or an order that denied the issuer access to any
statutory exemptions under Canadian securities legistation for a period of more thas 30
consecutive days;,

(b) was subject to an event that resulted, after the director or executive officer ceased to be a director

or executive officer, in the issuer being the subject of a cease trade or similar order or an order that
denied the relevant issuer access to any exemption under Canadian securities legislation, for a
period of more than 30 consecutive days; or

(©) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or
was subject to or instituted any proceedings, arrangement or compromise with creditors, or had a
receiver, receiver manager or trustee appointed o hold its assets,

except that Mr. James H.T. Riddell was a director of Jurassic Qil and Gas Ltd. (*“Jurassic™), a private oil and gas
company, within one year prior to such company becoming bankrupt; and except that Mr. Daryl H, Gilbert was a
director of Globel Direct Inc. when the company was subject to a cease trade order for 32 days for failure to file
financial statements in a timely manner. Jurassic's bankruptcy was subsequently annulied.

Penalties or Sanctions

No director, officer or controlling shareholder of MGM Energy has been subject to any penaliies or sanctions
imposed by a court relating to Canadian securities legislation or by a Canadian securities regulatory authority or has
entered into a settlement agreement with a Canadian securities regulatory authority or been subject to any other
penalties or sanctions imposed by a court or regulatory body that would likely be considered important to a
reasonable investor in making an investment decision,

Personal Bankruptcies

No director, officer or controlling shareholder of MGM Energy, or a personal holding company of any such person
has, within the past ten years, become bankrupt, made a proposal under any legislation relating to bankruptcy or
insolvency, or was subject to or instituted any proceedings, arrangement ot compromise with creditors, or had a
receiving manager or trustee appointed to hold such person’s assets.

SERVICES AGREEMENT

Paramount will, subject to the overall independence of MGM Energy, provide certain administrative, operational
and other services to MGM Energy. MGM Energy may from time to time retain other third parties to provide
administrative and operating services required by it or may cease to retain any third parties (including Paramount)
and provide all such services internally.
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In providing services to MGM Energy, Paramount will act honestly and in good faith and exercise that degree of
diligence and skill that a reasonably prudent contractor would exercise in comparable circumstances. Although
Parammount may delegate the performance of its duties and obligations to its affiliates or third parties, Paramount will
continue to be responsible for the performance of its obligations under the Services Agreement.

MGM Energy will pay Paramount its reasonable costs incurred in providing the services to MGM Energy plus 10%
of such costs.

In addition, under the Services Agreement Paramount will fund, on MGM Energy’s behalf, capital expenditures
related to the MDFI Agreement, if necessary, until such time as MGM Energy receives sufficient proceeds from the
exercise of the Warrants to reimburse Paramount in full for all expenditures made by Paramount on behalf of MGM
Energy.

The Services Agreement will terminate on December 31, 2007, subject to an ability to extend, unless terminated by
either MGM Energy or Paramount on six months’ prior written notice. In addition, either MGM Energy or
Paramount may, by written notice, immediately terminate the Services Agreement in the event of (i) certain events
of insolvency, receivership, liquidation or the suspension of the usual business of the other party or (ii) a breach by
the other party in the performance of a material obligation under the Services Agreement (other than as a result of
the occurrence of a force majeure event) which is not remedied within 30 days of receipt of notice of such breach, or
when not reasonably capable of being remedied within 30 days, such party fails to take reasonable steps to remedy
such default and give reasonable assurances that such default will be remedied within a reasonable period of time.
MGM Energy may also, by written notice, immediately terminate the Services Agreement in the event of a direct or
indirect change of control of Paramount if the written consent of the directors of MGM Energy has not been
obtained prior to such change of control, provided that consent is not required for & change in the holdings of the
securities of Paramount.

AUDIT COMMITTEE INFORMATION

The purpose of the Corporation’s audit committee (the “Audit Committee™) is to provide assistance to the Board of
Directors in fulfilling its legal and fiduciary obligations with respect to matters involving the accounting, auditing,
financial reporting, internal control and legal compliance functions of the Corporation, It is the objective of the audit
committee to maintain free and open communication among the Board of Directors, the external auditors and the
financial and senior management of the Corporation.

The full mandate of the Audit Committee of the Board of Directors is set forth in Schedule “A” attached hereto,
Composition of the Audit Committee

The following table sets forth the name of each current member of the Audit Committee, whether such member is
independent, whether such member is financiaily literate and the relevant education and experience of such member.

Name Independent Financially Literate
Robert B. Hodgins Yes Yes
Robert R. Rooney Yes Yes

Daryl H. Gilbert Yes Yes
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Relevant Education and Experience

Mr. Robert B. Hodgins is an investor and corporate director. From 2002 to 2004, Mr. Hodgins served as the Chief
Financial Officer of Pengrowth Energy Trust. Prior to this, Mr. Hodgins was Vice President and Treasurer of
Canadian Pacific Limited and Chief Financial Officer of TransCanada Pipelines Limited from 1993 to 1998 and
held various other positions at TransCanada Pipelines Limited commencing in 1981, Mr, Hodgins is a director of
Fairborne Energy Ltd., AltaGas General Parmership Inc., Shiningbank Fnergy Ltd. and Enerflex Systems Income
Fund. Mr. Hodgins received his B.A. in Business from the Richard Ivey School of Business at the University of
Western Ontario and is a Chartered Accountant,

Mr. Robert R. Rooney is a director of several public and private corporations, including Cordero Energy Inc.,
Tempte Energy Inc., Ferus Trust, Engineered Drilling Solutions Inc. He was previously a director of Resolute
Energy inc., Blizzard Energy Inc. and Zenas Energy Corp. Until November 2005, Mr, Rooney was a pariner with
Bennett Jones LLP where he was a member of the Executive Committee and led the firm’s Energy and Natural
Resources practice group. Mr. Rooney received his LL.B. from the University of Western Ontario and is a member
of the Law Society of Alberta.

Mr. Daryl H. Gilbert is an investor and corporate director. In 1979, Mr. Gilbert joined an oil and gas engineering and
geophysical firm which became Gilbert Laustsen Jung Associates Ltd. From 1994 to 2005, Mr. Gilbert served as
President and Chief Executive Officer of Gilbert Laustsen Jung Associates Ltd. Prior to this, Mr. Gilbert held
positions with Great Northern Oil Ltd. and the Alberta Energy Resources Conservation Board. Mr. Gilbert is a
director of Globel Direct Inc., AltaGas Income Trust, Kereco Energy Ltd., Canetic Energy Trust, Nexstar Energy
Lid. and Zedi Solutions Inc. Mr. Gilbert received a B.Sc. in Civil Engineering from the University of Manitoba and
is a member of the Association of Petroleum Engineers, Geologists and Geophysicists of Alberta, the Canadian
Institute of Mining and Metallurgy and the Society of Petroleurn Evaluation Engineers.

Exterual Auditor Service Fees

The external auditors of the Corporation are Emst & Young LLP, Chartered Accountants, Calgary, Alberta. Fmnst &
Young LLP have been MGM Energy’s external auditors since Januvary 11, 2007,

No audit or other fees, audit related or otherwise, were billed by Emst & Young LLP during the financial year ended
December 31, 2006.

DIVIDENDS

MGM Energy has not declared nor paid any dividends on any Common Shares since incorporation, and does not
foresee the declaration or payment of any dividends on the Common Shares in the near future. Any decision to pay
dividends on the Common Shares will be made by the Board of Directors on the basis of MGM Energy’s eamnings,
financial requirements and other conditions existing at such future time and which the Board of Directors consider
appropriate in the circumstances,

DESCRIPTION OF CAPITAL STRUCTURE

The following is a summary of the rights, privileges, restrictions and conditions attached to the Common Shares, the
Class A Preferred Shares, Preferred Shares and the Warrant Units. The Corporation is authorized to issue an
unlimited number of Common Shares, 18.2 million Class A Preferred Shares and an unlimited number of Preferred
Shares, issuable in series.

Common Shares

MGM Energy is authorized to issue an unlimited number of Common Shares. The holders of the Common Shares
are entitled to receive dividends if, as and when declared by the Board of Directors, in such amounts as the Board of
Directors may determine. Holders of Common Shares are entitied to receive dividends exclusive of any other shares
of the Corporation. The holders of the Common Shares are entitled to receive notice of and to antend all meetings of
the shareholders of the Corporation and to one vote in respect of each Common Share at all such meetings, except
mectings at which only holders of another specified class or scries of shares of the Corporation are entitled to vote
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separately as a class or series at such meeting. In the event of liquidation, dissolution or winding-up of the
Corporation or any other distribution of assets of the Corporation among its shareholders for the purpose of winding-
up its aftairs, the holders of the Common Shares are entitied, subject to preferences accorded to holders of any class
or series of preferred shares of the Corporation and any shares ranking senior to the Common Shares, to receive the
remaining property of the Corporation.

Class A Preferred Shares

The Corporation is authorized to issue and has issued 18.2 million Class A Preferred Shares. The holders of the
Class A Preferred Shares are entitled to receive nolice of and to attend all meetings of the shareholders of the
Corporation to one vote in respect of each Class A Preferred Share at such meetings, except meetings at which only
holders of another specified class or series of shares of the Corporation are entitled to vote separately as a class or
series at such meeting. The holders of Class A Preferred Shares are entitled to a fixed preferential cumulative
dividend at the rate of 5% of the stated issue price of such shares commencing October 1, 2007. In the event of
liquidation, dissolution or winding-up of MGM Energy or any other distribution of assets of the Corporation among
its shareholders for the purpose of winding-up its affairs, the holders of Class A Preferred Shares will be entitled to
receive $5.00 per share plus accrued and unpaid dividends in priority to any payments to the holders of Common
Shares. The Class A Preferred Shares are convertible at any time, at the option of the holder, into Common Shares
on a onc-for-one basis. The Class A Preferred Shares were automatically converted into Commeon Shares on a one-
for-one basis on February 16, 2007 as the Corporation had received $60 million in proceeds from the issuance of
Common Shares.

On February 16, 2007, all Class A Preferred Shares were converted into Cormon Shares on a one-for-one basis.
Preferred Shares

Subject to filing articles of amendment, the Corporation is authorized to issue an unlimited number of Preferred
Shares, issuable in one or more series. The Board of Directors may determine the designation, rights, privileges,
restrictions and conditions attached to each series of Preferred Shares before the issue of such series, The Preferred
Shares are entitled to a preference over Common Shares and any other shares ranking junior to the Preferred Shares
with respect to the payment of dividends and the distribution of assets of the Corporation in the event of liquidation,
dissolution or winding-up of the Corporation.

Warrant Units

The Corporation was authorized to issue Warrant Units pursuant to the Warrant Indenture. Five Warrant Units were
issued for every 25 Paramount Shares held by the shareholders of Paramount, pursuant to the Arrangement. Each
Warrant Unit consisted of one Short Term Warrant and one Longer Termn Warrant. Each Short Term Warrant and
Longer Term Warrant entitles or entitled, as the case may be, the holder to purchase one Common Share or one
Flow-Through Share as described below. Each Longer Term Warrant is not exercisable nor separable from the
corresponding Short Term Warrant included in the Warrant Unit, unless the corresponding Short Term Warrant was
exercised in accordance with the Warrant Indenture. The Warrant Units were issued under the Warrant Indenture.

Each Short Term Warrant entitled the holder thereof to acquire, at the holder’s option: (i) one Common Share at a
price of $5.00 per share; or (ii) one Flow-Through Share at a price of $6.25 per share. The Short Term Warrants
were exercisable until February 16, 2007. Of the 14,163,365 Short Term Warrants issued, 13,824,141 Short Tenn
Warrants were exercised resulting in proceeds to MGM Energy of $76,503,867 and the issuance by MGM Energy of
5,906,530 Flow-Through Shares and 7,917,611 Common Shares. As a result of the exercise of the Short Term
Warrants, 13,824,141 Longer Term Warrants were separated from the corresponding Short Term Warrants and are
exercisable until 4:30 p.m. (Calgary time) on September 30, 2007.

In conjunction with the exercise of the Short Term Warrants, MGM Energy also completed a privaie placement to
certain of its directors of 160,000 Flow-Through Shares and 210,000 Common Shares, each accompanied by one
Longer Term Warrant for proceeds of $2.05 million. The private placement, which provides MGM Energy with
additional working capital, was completed at the same price per share as the price payable by holders of the Short
TFerm Warrants (i.e. $6.25 for Flow-Through Shares and $5.00 for Common Shares).
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On March 14, 2007, 20 Longer Term Warrants were exercised into Common Shares. As a result of the exercise of
the Short Term Warrants and a portion of the Longer Term Warrants, the private placement and conversion of the
Class A Preferred Shares, MGM Energy currently has 35,226,834 Common Shares, 14,194,121 Longer Term
Warrants and no Preferred Shares issued and outstanding.

Each Longer Term Warrant entitles the holder thereof to acquire, at the holder's option: (i) one Common Share at a
price of $6.00; or (ii} one Flow-Through Share at a price of $7.50. The Longer Term Warmrants will expire at 4:30
p.m. {Calgary time) on September 30, 2007.

The Warrant Indenture provides for adjustments in the number of Common Shares issuable upon the exercise of the
Warrant Units and/or the exercise price per Common Share upon the ocourrence of certain events. In event that the
Corporation takes any other action affecting the Common Shares or Flow-Through $hares, which in the opinion of
the Board of Directors would have a material adverse effect on the rights of the holders of the Warrant Units, the
exercise price and/or the mumber andfor kind of Common Shares or Flow-Through Shares purchasable upon
exercise, adjustments will be made in such manner, if any, and at such time, by the Board of Directors, subject to the
prior consent of the TSX or other stock exchange, if applicable. In addition, Computershare, as trustee under the
Warrant [ndenture, may at its own discretion or upon written request of the Corporation or holders of Warrant Units
convene a meeting of the holders of the Warrant Units.

The Longer Term Warrants delivered upon the exercise of the Short Term Warrants may only be offered, sold or
otherwisc transferred pursuant to an exemption from the registration requiremenis of the 1933 Act and applicable
state securities laws, The Warrants may be exercised only by a holder who represents that, at the time of exercise,
the holder is not then located in the United States, is not a U.S. Person, and is not exercising the Warrant Units for
the account or benefit of a U.S. Person or a person in the United States, unless the holder provides a legal opinion or
other evidence reasonably satisfactory to the Corporation to the effect that the exercise of the Warrant Units does not
require registration under the 1933 Act or state securities laws.

MARKET FOR THE CORPORATION’S SECURITIES

On January 17, 2007, the Common Shares and Warrant Units were listed and posted for trading on the TSX under
the trading symbols “MGX” and “MGX.WT.A”, respectively, The Warrant Units ceased being traded after February
16, 2007 when the Short Term Warrants expired and the Longer Term Warrants were separated. The Longer Term
Warrants commenced trading on the TSX under the symbol “MGX.WT.B” on March 2, 2007. The following table
sets forth the market price ranges and the aggregate volume of trading of the Common Shares, Warrant Units and
Longer Term Warrants price range on the TSX for the periods indicated:

Share Price Trading Range
Trading

For the 2007 Period Ended High Low Close Volume

(8 per share)
Common Shares
January (January 17-31) 6.80 5.00 6.17 857,741
February 6.25 5.25 5.45 1,403,299
March {until March 29) 5.60 4.00 4.44 1,681,574
Warrant Units
January (January 17-31) 2.75 0.56 1.85 1,654,067
February (until February 16) 2.00 0.50 0.65 2,391,330
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Share Price Trading Range

Trading
For the 2007 Period Ended High Low Close Volume
Longer Term Warrants
March (March 2 - 29) 0.50 0.25 0.25 341,388
PRIOR ISSUANCES

MGM Energy issued one Common Share to Paramount in connection with the incorporation of the Corporation,
which share was cancelled under the Arrangement. As at the date hereof, MGM Energy currently has 35,226,834
Comunon Shares, 14,194,121 Longer Term Warrants and no Preferred Shares issued and outstanding. Since
incorporation, MGM Energy has issued the following securities:

Price Per Number of
Date Type of Security Method of Issuance Share Shares
October 31, 2006 Common Shares Issued on Incorporation $5.00 1
January 12, 2007 Common Shares Issued under the N/A 2,832,673
Asrrangement
January 12, 2007 Class A Preferred [ssued under the $5.00 18,200,000
Shares Arrangement
January 12, 2007 Warrant Units Issued under the N/A 14,163,365
Arrangement
January 12, 2007 Stock Options Grant of Options $5.00 1,248,000
February 16, 2007 Common Shares Exercise of Short Term $6.25 5,906,530
issued on a flow- Warrants
through basis
February 16, 2007" Common Shares Exercise of Short Term $5.00 7,917,611
Warrants
February 16, 2007 Common Shares Conversion of Class A N/A 18,200,000
Preferred Shares
February 16, 2007 Common Shares Private Placement $6.25 160,000
issued on a flow-
through basis
February 16, 2007 Common Shares Private Placement $5.00 210,000
February 16, 2007 Longer Term Private Placement N/A 370,000
Warrants
March 14, 2007 Common Shares Exercise of Longer Term $6.00 20
Warrants
March 19, 2007 Stock Options Grant of Options $4.60 100,000

Notes:

(1) Pursuant to the Arrangement, the initial Common Share issued upon incorporation was cancelled.

(2) Pursuant to the Arrangement, 14,163,365 Warrant Units were issued. Each Warrant Unit consists of one Short Term Wamant and one

Longer Term Warmant.
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(3)  As at Febmuary 16, 2007, an aggregate of 13,824,141 Shont Term Warmants were exercised resulting in the issuance of 7,917,611 Common
Shares and 5,906,530 Flow-Through Shares. As at the date hereof, as a result of the exercise of the Short Term Warrants, 13,824,141
Longer Term Warmants were separated from the Shont Term Warrants and are exercisable until September 30, 2007.

{4) On February 16, 2007, an aggregate of 370,000 Common Shares and Flow-Through Shares together with 370,000 Longer Term Warranis
were issued to certain directars of MGM Erergy under a private placement.

(5) On January 12, 2007, MGM Energy established its Stock Option Plan and granted stock options to centain directors, officers and employces
of MGM Energy.

AUDITORS, REGISTRAR AND TRANSFER AGENT

The auditors of MGM Energy are Emst & Young LLP, Chartered Accountants, Calgary, Alberta who were
appointed on January 11, 2007.

The registrar and transfer agent for the Common Shares is Computershare Trust Company of Canada, at its principal
offices in Calgary, Alberta and Toronto, Ontario,

LEGAL PROCEEDINGS

MGM Energy is not aware of any legal proceedings against it or any of its properties, nor are any such proceedings
known by the Corporation to be contemplated.

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Other than as disclosed herein, there are no material interests, direct or indirect, of the directors or executive officers
of MGM Energy, any person or company that is the direct or indirect beneficial owner of, or who exercises control
or direction over, more than 10% of the outstanding Commeon Shares or any known assaciate or affiliate of such
persons, in any transaction since its inception that has materially affected or will materially affect the Corporation.

Paramount will provide administrative, operating and other services 10 MGM Energy pursuant to the Services
Agreement, in respect of which it will receive its costs in providing such services plus 10% of such costs. See
“Services Agreement”,

MATERIAL CONTRACTS

MGM Energy did not enter into any material contracts during its last financial year, The only material contracts
entered into by MGM Energy since incorporation, other than contracts in the ordinary course of business, are the
following contracts entered into on January 12, 2007:

1. the Warrant Indenture referred to under “Description of Share Capital — Warrant Units™;
2, the MDF1 Agreement referred 1o under *Oil and Natural Gas Properties — Spinout Assets”;
3 the MDF1 Assignment Agreement referred to under “Oils and Natural Gas Properties — Spinout Assets™;
4. the Ancillary Asset Transfer Agreement referred to under “Qil and Gas Reserves Data — Ancillary Asset”;
5. the Spinout Assets Transfer Agreement referred to under “Qil and Natural Gas Properties — Spinout
Assets”; and
6. the Services Agreement referred to under “Services Agreement”’.
INTERESTS OF EXPERTS

Emst & Young LLP, Chartered Accountants, are the Corporation’s auditors and have audited the financial
statements of the Corporation for the year ended December 31, 2006. McDaniel, an independent qualified resources
evaluator prepared the McDaniel Reports.
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Emst & Young LLP is independent in accordance with the Rules of Professional Conduct as outlined by the Institute
of Chartered Accountants of Alberta,

As at the date hereof, McDaniel, as a group, owns less than 1% of the outstanding Common Shares.
ADDITIONAL INFORMATION
Additional information relating to MGM Energy is available on SEDAR at www.sedar.com and on the

Corporation's website at www,mgmen com. Additional financial informaticn is contained in the Corporation’s
financial statements for the year ended December 31, 2006.
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SCHEDULE “A”
AUDIT COMMITTEE CHARTER
{Adopted by the Board of Directors on March 29, 2007)
PURPOSE

The overall purpose of the Audit Committee (the “Committee™} is to oversee the Corporation’s

management in the design and implementation of an effective system of interna! financial controls and disclosure
controls and procedures, to review and report on the integrity of the consolidated financial statements of the
Corporation, to review the Corporation’s compliance with regulatory and statutory requirements as they relate to
financial statements, taxation matters and disclosure of material facts and to review the Corporation’s extemally
disclosed oil and gas reserves estimates including reviewing the qualifications of, and procedures used by, the
independent engineering firm responsible for evaluating the Corporation’s reserves.

B.

1.

COMPOSITION, PROCEDURES AND ORGANIZATION

The Committee shall consist of at least three members of the Board of Directors (the “Board™), all of whom
shall be “independent”™, as that term is defined in Sections 1.4 and 1.5 of Multilateral Instrument 52-110
Audit Committees' and who meet the requirements of Section 3.5(1) of National Instrument 51-101
Standards of Disclosure for Oil and Gas Activities’.

All of the members of the Committee shall be “financially literate” (i.e. able to read and understand a set of
financial statements that present a breadth and level of complexity of accounting issues that are generally
comparable to the breadth and complexity of the issuer that can be reasonably expected to be raised by the
issuer’s financial statements).

The Board shall appoint the members of the Commitiee. The Board may at any time remove or replace any
member of the Committee and may fill any vacancy in the Committee.

Unless the Board shall have appointed a chair of the Committee, the members of the Committee shall elect
a chair from among their members.

The Corporate Secretary of the Corporation shall be the secretary of the Committee, unless otherwise
determined by the Committee.

The quorum for meetings shall be a majority of the members of the Committee, present in person or by
telephone or other telecommunication device that permits all persons participating in the meeting to speak
and to hear each other.

The Committee shall have access to such officers and employees of the Corporation and to the

Corporation’s external suditors, and to such information respecting the Corporation, as it considers

necessary or advisable in order to perform its duties and responsibilities.

Meetings of the Committee shall be conducted as follows:

(a) the Committee shall meet at least four times annually at such times and at such locations as may
be requested by the chair of the Committee. The extemal auditors or any member of the

Committee may request a meeting of the Committee;

{b) the external auditors shall receive notice of and have the right lo attend all meetings of the
Committee;
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(c) the following management representatives shall be invited to attend all meetings, except executive
sessions and private sessions with the external auditors:

Chief Executive Officer
President

Chief Financial Officer
Controller

Corporate Secretary

(d) other management representatives shall be invited to attend as necessary; and
(e) the Committee shall hold an in camera session for committee members only at each of its
meetings.

The external auditors shall repont directly to the Committee and the external auditors and internal auditors
(if any) shall have a direct line of communication to the Committee through its chair and may bypass
management if deemed necessary. The Commitiee, through its chair, may contact directly any employee in
the Corporation as it deems necessary, and any employee may bring before the Committee any matter
involving questionable, illegal or improper financial practices or transactions.

The Committee may retain, at the Corporation’s expense, special legal, accounting or other consultants or
experts it deems necessary in the performance of its duties and may set and pay the compensation for any
advisor so engaged. The Committee will notify the Chairman of the Corporate Governance Committee
whenever independent consultants are engaged.

ROLES AND RESPONSIBILITIES
The overall duties and responsibilities of the Committee shall be as follows:

(a) 1o assist the Board in the discharge of its responsibilities relating to the Corporation's accounting
principles, reporting practices and internal controls and its approval for release to shareholders of
the Corporation’s annual and quarterly consolidated financial statements and management’s
discussion and analysis;

(b) to establish and maintain a direct line of communication with the Corporation’s internal {if any)
and external auditors and assess their performance;

(¢} to periodically review management’s design, implementation and maintenance of an effective
system of internal financial controls and disclosure controls and procedures;

(d) to periodically review the audit and non-audit services pre-approval policy and recommend to the
Board any changes which the Committee deems appropriate;

(e} to periodically consider whether there is a need to outsource internal audit functions or create an
internal audit department;

) to assist the Board in the discharge of its responsibilities relating to the evaluation and disclosure
of its oil and gas reserves and oil and gas activities and the approval and filing of all necessary
statements and reporis related thereto;

(g) to receive and review complaints received pursuant to the Corporation’s Whistleblower Policy and
oversce and provide direction on the investigation and resolution of such concerns and to
periodically review the said policy and recommend to the Board changes which the Committee
may deem appropriate;




()
(1)

t)

to report regularly to the Board on the fulfilment of its duties and responsibilities;

to identify and monitor the management of the principal risks that could impact the financial
reporting of the Corporation; and

1o review and approve the Corporation’s hiring policies regarding partners, employees and former
partners and employees of the present and former external auditors of the Corporation.

The duties and responsibilities of the Committee as they relate to the external auditors shall be as follows:

{2)

®)

(c)

(@
(e)

{f

()

(b

to be directly responsible for overseeing the work of the external auditors engaged for the purpose
of preparing or issuing an auditor’s report or performing other audit, review or attest services for
the Corporation, including the resolution of disagreements between management and the external
auditors regarding financial reporting;

to recommend to the Board a firm of external auditors to be nominated for appointment by the
shareholders of the Corporation, and to monitor and verify the independence of such external
auditors;

to review and approve the fee, scope and timing of the audit and other related services rendered by
the external auditors;

review the audit plan of the extemal suditors prior to the commencement of the andit;
to review with the external auditors, upon completion of their audit:

() contents of their report;

(ii) scope and quality of the audit work performed;

(xii) adequacy of the Corporation’s financial and auditing personnel;

{iv) co-operation received from the Corporation’s personnel during the audit;

{v) internal resources used;

{vi) significant transactions outside of the normal business of the Corporation;

{vii) significant proposed adjustments and recommendations for improving internal accounting
controls, accounting principles or management systems; and

(viii)  the non-audit services provided by the external auditors, as pre-approved pursuant to the
audit and non-audit services pre-approval policy;

to discuss with the external auditors the quality and not just the acceptability of the Corporation’s
accounting principles;

10 review any unresolved issues between management and the external auditors that could affect
the financial reporting or internal controls of the Corporation; and

to impiement structures and procedures to ensure that the Committee meets the external auditors
on a regular basis in the absence of management.

The duties and responsibilities of the Committee as they relate to the internal control procedures of the
Corporation are to:
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(b)

(c)

review the appropriateness and effectiveness of the Corporation’s policies and business practices
which impact on the financial integrity of the Corporation, including those relating to insurance,
accounting, information services and systems and financial controls, management reporting and
risk management;

review compliance under the Corporation's Code of Business Conduct Policy with those matters
addressed in the policy which affect the financial integrity of the Corporation and to periodically
review this policy and recommend to the Board changes which the Committee may deem
appropriate; and

periedically review the Corporation’s financial and auditing procedures and the extent to which
recommendations made by the internal accounting staff or by the external auditors have been
implemented.

The Committee is also charged with the responsibility to:

(a)

(b}

(<)

review and recommend to the Board for its approval, the Corporation’s annual financial
statements, management’s discussion and analysis, annual information form and annual eamings
press releases before the Corporation publicly discloses this information;

review and approve the Corporation’s interim financial statements, interim management’s
discussion and analysis including the impact of unusual items and changes in accounting
principles and estimates and report to the Board with respect thereto and interim earnings press
releases before the Corporation publicly discloses this information;

review and approve the financial sections of’

() the annual report to shareholders;

(1) the annual information form;

(i) prospectuses;

(iv) other public reports requiring approval by the Board; and

{v) press releases related thereto,

and report to the Board with respect thereto;

(@

(e)

®
{8

®

review regulatory filings and decisions as they relate to the Corporation’s consolidated financial
statements;

review the appropriateness of the policies and procedures used in the preparation of the
Corporation’s consolidated financial statements and other required disclosure documents, and
consider recommendations for any material change to such policies;

review the minutes of any audit committee meeting of subsidiary companies;

review with management, the external auditors and, if necessary, with legal counsel, any litigation,
claim or other contingency, including tax assessments that could have a material effect upon the
financial position or operating results of the Corporation and the manner in which such matters
have been disclosed in the consolidated financial statements;

review the Corporation’s compliance with regulatory and statutory requirements as they relate 1o
financial statements, tax matters and disclosure of material facts; and
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(i) develop a calendar of activities to be undertaken by the Committee for each ensuing year related to
the Committee’s duties and responsibilities as set forth in this Charter and to submit the calendar
in the appropriate format to the Board of Directors within a reasonable period of time following
each annual general meeting of sharcholders.

The duties and responsibilities of the Committee as they relate to the Corporation’s oil and gas reserves
estimates are to:

(a) review, with reasonable frequency, the Corporation’s procedures relating 1o the disclosure of
information with respect to oil and gas activities, including its procedures for complying with the
disclosure requirements and restrictions of all applicable laws, rules, regulations and policies
including National Instrument 51-101 and amendments thereto;

(b} review the appointment of the independent engineering firm responsible for evaluating the
Corporation’s reserves, and in the case of any proposed change in such appointment, determine the
reasons for the proposal and whether there have been disputes between the appointed reserves
evaluator and Management of the Corporation,

(© review, with reasonable frequency, the Corporation’s procedures for providing information to the
reserves cvaluator;

(d) before approving the filing of reserves data and the report of the reserves evaluator as required
under all applicable laws, rules, regulations and policies including National Instrument 51-101 and
amendments thereto, meet with Management and the reserves evaluator to:

(i) determine whether any restrictions affect the ability of the reserves evaluator to report on
reserves data without reservation, and

{ii} review the reserves data and the report of the reserves evaluator

(iii) review, discuss with and make recommendations to the Board with respect to:
{iv) approving the contens and filing of the reserves statement;

(V) the filing of the report of the reserves evaluator; and

(vi) the content and filing of the report of Management and Directors;

as required or specified under all applicable laws, rules, regulations and policies including
National Instrument 51-101 and amendments thereto.

While the Committee has the responsibilities, duties and authorities herein, it is not required to plan or
conduct audits or to determine that the Corporation’s financial statements and disclosures are complete and
accurate or are in accordance with generally accepted accounting principles and applicable rules and
regulations. These are the responsibilities of management and the extemal auditors and reserves
evaluators. The Committee, its Chair and any of its members who have reserves evaluation, accounting or
related financial management experience or cxpertise, are members of the Board, appointed to the
Committee to provide broad oversight of the financial disclosure, financial risk and control retated
activities of the Corporation, and are specifically not accountable nor responsible for the day to day
operation of such activities. Although designation of a member or members as being “financially literate”
or a “financial expert” is based on each such individual's education and experience, which that individual
will bring to bear in carrying out his or her duties on the Committee, designation as being “financially
literate™ or a “‘financiat expert” does not impose on such person any duties, obligations or lisbility that are
greater than the duties, obligations and liability imposed on such person as a member of the Committee and
Board in the absence of such designation. Rather, the role of any financially literate individual or financial
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expert, like the role of all Committee members, is to oversee the process and not to certify or guarantee the
internal or external audit of the Corporation’s financial information or public disclosure,

Absent actual knowledge to the contrary (which shall be promptly reported to the Board), each member of
the Committee shall be entitled to rely on (i) the integrity of those persons or organizations within and
outside the Corporation from which it receives information, (ii) the accuracy of the information provided to
the Committee by such persons or organizations, and (iii) representations made by management of the
Corporation, the external auditors of the Corporation, the external reserves evatuation of the Corporation,
independent counsel, and other advisors and experts to the Corporation and its subsidiaries.

ANNUAL REVIEW AND ASSESSMENT

The Committee shall conduct an annual review and assessment of its performance, including compliance

with this Charter and its role, duties and responsibilities, and submit such report to the Board of Directors.

m
@)

&}

(4)

Meaning of Independence
An sudit committee member is independent if he or she has no direct or indirect material relationship with the issuer.

For the purposes of subsection (1), a “material relationship™ means a relationship which could, in the view of the issuer's board of
directors, be reasonably expected to interfere with the exervise of a member’s independent judgement,

Despite subsection (2}, the following individuals are considered to have a material relationship with an issuer;

(a) an individual who is, or has been within the last three years, an employee or executive officer of the issuer:
{b) an individuzl whose immediate family member is, or has been within the last three years, an executive officer of the issuer;
(c) an individual who:

(i) is, a partner of a firm that is Lhe issuer’'s interna) or external auditor;

(ii) is an employee of that firm; or

(iii) was within the last three years a partner or employee of that firm and personally worked on the issuer’s audit
within that time.

(d) an individual whose spouse, minor child or stepchild, or child or stepchild who shares & home with the individual:
(i} is a pariner of the firmn that is the issuer's internal or extemal auditor;

{ii} is an employee of that firm and participates in its audit, assurance or tax compliance (but not tax planning)
practice; or

(iii} was within the last three years a partner or employee of that firm and personally worked on the issuer’s audit
within that time;

{e) an individual who, or whose immeadiate family member, is or has been within the last three years, an executive officer of an
entity if any of the issuer’s current executive officers serves or served at the same time on the entity’s compensation
committes; and

] an individual who received, or whose immediate family member who is employed as an executive officer of the issuer
received, more than $75,000 in direct compensation from the issuer during any 12 month period within the last three years.

Despite subsection (3), an individual will not be considered to have a material relationship with the issuer solely because:

(a) he or she had a relationship identified in subsection (3) if that relationship ended before March 30, 2004; or
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(b} he or she had a relationship identified in subsection (3) by virtue of subsection (8} if that relationship ended before Jure 30,
2005.

For the purposss of clauses (3){c) and (3)(d), a partner does not include a fixed income partner whose interest in the firm that is the
internal or external auditor is limited w the receipt of fixed amounts of compensation {including deferred compensation) for prior
service with that firm if the compensation is not contingent in any way on continued service.

For the purposes of clause (3)X[), direct compensation does not include:

(a) remuneration for acting as a member of the board of directors or of any board commiitee of the issuer; and

®) the receipt of fixed amounts of compensation under a retirement plan (including deferred compensation) for prior service
with the issuer if the compensation i not contingent in any way on continued service.

Despite subsection (3) an individual will not be considered to have a matenial relationship with the issuer solely because the individual
or his or her immediate family member: () has previously acted as an interim chief executive officer of the issuer; or (b) acts, or has
previously acted, as a chair or vice-chair of the board of directors or of any board committee of the issuer on a part-time basis.

For the purpase of section 1.4, an issuer includes a subsidiary entity of the issuer and a parent of the issuer.
Additionat Independence Requiremnents
Despite any determination made under section 1.4, an individual who

{a} accepts, directly or indirectly, any consulting, advisory or other compensatory fee from the issuer or any subsidiary entity
of the issuer, othet than as remuneration for acting in his or her capacity as a member of the board of ditectors or any board
committee, or as a part-time chair or vice-chair of the board or any beard committes; or

{b) is an affitiated entity of the issuer or any of its subsidiary entities,

is considered to have a material relationship with the issuer,

(2

3)

For the purposes of subsection (1), the indirect acceptance by an individual of any consulting, advisery or other compensatory fee
includes acceptance of a fec by

(a) an individual's spouse, minor child or siepchild, or & child or stepchild who shares the individual’s home; or

(b} an entity in which such individual is a partner, member, an officer such as a managing director occupying a comparable
position or executive officer, or occupies a similar position (except limited partners, non-managing members and those
occupying similar positions wha, in each case, have no active role in providing services to the entity) and which provides
accounting, consulting, legal, investment banking or financial advisory services Lo the issuer or any subsidiary entity of the
1S5U€eT.

For the purposes of subsection (1), compensatory fees do not include the receipt of fixed amounts of compensation under a retirement

plan (including deferred compensation) for prior setvice with the issuer if the compensation is not contingent in any way on continued service.

135

)

Reserves Committee

The board of directors of a reporting issuer may, subject to subsection (2), delegate the responsibilities set out in section 3.4 to a
commitiee of the board of directors, provided that a majority of the members of the committes,

(a) are individuals who are not and have not been, during the preceding 12 months:
(i) an officer or employee of the reponing issuer or of an affiliate of the reponing issuer;
(i) a person who beneficially owns 10 percent or more of the outstanding voting sccurities of the reporting issuer;
or

{iii) a relative of a person referred to in subparagraph (a)(i) or (ii). residing in the same home as that person; and

(b} are free from any business or other relationship which could reasonably be seen to interfere with the exercise of their
independent judgement.)
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(2) Despite subsection {1}, a board of directors of a reporting issuer shall not delegate its responsibility under paragraph 3.4(¢) to approve
the content or the filing of the information.

3 SEC. 407. DISCLOSURE OF AUDIT COMMITTEE FINANCIAL EXPERT.

(a)

)

RULES DEFINING “FINANCIAL EXPERT", - The Commission shall issue rules, as necessary or appropriate in the
public interest and consistent with the protection of investors, to require cach issuer, 1ogether with periodic reports rogquired
pursuant to sections 13{(a) and 15(d) of the Securities Exchange Act of 1934, to disclose whether or not, and if not, the
reasons therefor, the sudit committee of that issuer is comprised of ai least | member who is a financial expert, as such
term is defined by the Commission.

CONSIDERATIONS. - In defining the term “financial expent” for purposes of subsection {a). the Commission shall
consider whether a person has, through education and experience ns a public accountant or auditor or a principal financial
officer, comptroller, or principal accounting officer of an issuer, or from a position involving the performance of similar
functions -

(§)] an understanding of generally accepted accounting principles and financial statements;
2) experience in -
{A) the preparation or auditing of fimancial statements of generally comparable issuers; and
(B) the application of such principles in connection with the accounting for estimates, accruals, and
reserves;

{3} experience with intemal accounting controls; and

{4} an understanding of audit committee functions.

{c} DEADLINE FOR RULEMAKING. - The Commission shall -
[{3] propose rules to implement this section, not later than 90 days after the date of enactment of this Act;
and
2} issue final rules to implemnent this section, not later than 180 days after that date of enactment.
A-8
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GLOSSARY OF TERMS
All capitalized terms used in this Annual Information Form but not otherwise defined herein shall have the meanings
ascribed to them under “Glossary of Terms”. The information set out in this Annual Infermation Form is stated as at
December 31, 2006 unless otherwise specifically stated.
“1933 Act” means the United States Securities Act of 1933, as amended;
“ABCA” means the Business Corporations Acr (Alberta), R.S.A, 2000, c. B-9, as amended;
“Ancillary Asset” means the oil and gas interests with proved reserves acquired by the Corporation from Paramount
pursuant to the Arrangement under the Ancillary Asset Transfer Agreement, in order for the Corporation to meet the

listing requirements of the TSX;

“Ancillary Asset Transfer Agreement” means an asset transfer agreement between Paramount and the Corporation
providing for the transfer from Paramount to the Corporation of the Ancillary Asset;

“Arrangement” means the arrangement pursuant to Section 193 of the ABCA effective January 12, 2007 involving
Paramount, security holders of Paramount and the Corporaticn, on the terms and conditions set forth in the Plan of
Arrangement attached as Schedule 1 to the Arrangement Agreement;

“Arrangement Agreement” means the arrangement agreement dated as of December 7, 2006 between Paramount
and the Corporation with respect to the Arrangement;

“Board of Directors™ or “Board” means the board of directors of the Corporation, unless otherwise indicated;
“Class A Preferred Shares” means the Class A preferred shares in the capital of the Corporation;

“COGE Handbook” means the Canadian Oil and Gas Evaluation Handbook prepared by The Society of Petroleum
Evatuation Engineers (Calgary Chapter) and the Canadian Institute of Mining Metallurgy & Petroleum (Petroleum
Society);

*Common Shares” means the common shares in the capital of the Corporation;

“Computershare” means Computershare Trust Company of Canada, a trust company existing under the laws
of Canada;

“Corporation” or “MGM Energy” means MGM Energy Corp.;

“Exploration Licence” or “EL” means a licence to explore for hydrocarbons granted by the Government
of Canada;

“Flow-Through Shares” means Common Shares issued that are “flow-through shares” as defined in
subsection 66(15) of the Tax Act;

“GAAP” means generally accepted accounting principles as set out in the Handbook of the Canadian Institute of
Chartered Accountants, at any particular time;

“Gross” or “gross” means:
{a) In relation to MGM Energy’s interest in production or reserves, MGM Energy’s gross reserves,
which are its working interest {operating or non-operating) share before deduction of royalties and

without including any of MGM Energy’s royalty interests;

{b) In relation to wells, the total number of wells in which MGM Energy has an interest; and




(c) In relation to properties, the total area of properties in which MGM Energy has an interest;

“Longer Term Warrants” means the share purchase warrants of the Corporation issued pursuant to the
Arrangement, entitling the holders thereof, until September 30, 2007, to purchase either Common Shares at a price
of $6.00 per share or Flow-Through Shares at a price of $7.50 per share;

“Mackenzie Evaluation” means that evaluation entitled Mackenzie Gas Project Gas Resource and Supply Study by
Gilbert Laustsen Jung Associates Ltd., independent petroleum engineers, effective May 1, 2004, and presented to
the NEB as part of the Mackenzie Valley pipeline application by Imperial Oil Resources Ventures Limited;

“McDaniel” means McDaniel & Associates Consultants Ltd., independent petroleum engineering consultants
carrying on business in Calgary, Alberta;

“McDaniel Reports” means the independent engineering evaluations prepared by McDaniel dated March 14, 2007,
effective December 31, 2006, evaluating the Corporation’s crude oil, natural gas liquids and natural gas reserves
attributable the Ancillary Asset and the Sahtu/Colville Lake Assets;

“MDFI Agreement” means the farm-in agreement in respect of certain oil and gas properties in the Mackenzie
Delta in the Northwest Territories among Paramount, Chevron Canada Limited and BP Canada Energy Company
dated September 14, 2006;

“MDFI Assignment Agreement” means the Notice of Assignment between Paramount and MGM Energy dated
January 12, 2007;

“MGM Energy Shareholders” means the holders of Common Shares and “MGM Energy Shareholder” means
any one of them;

“NEB” means The National Energy Board of Canada;
“Net” or “net” means:
(a) In relation to MGM Energy’s interest in production or reserves, MGM Energy’s working interest
{operating or non-operating) share after deduction of royalty obligations, plus MGM Energy’s

royaity interests in production or reserves;

(b) In relation to MGM Energy’s interest in wells, the number of wells obtained by aggregating MGM
Energy’s working interest in each of its gross wells; and

(c) In relation to MGM Energy’s interest in property, the total area in which MGM Energy has an
interest multiplied by the working interest owned by MGM Energy;

“N1 51-101" means National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities,

“Paramount” means Paramount Resources Ltd. and, where the context requires, refers to Paramount and
subsidiaries and partnerships directly and indirectly owned by it.

“Paramount Meeting” means the special meeting of shareholders of Paramount held on January 11, 2007, to
consider the Arrangement and other related matters;

“Paramount Shares” means Class A common shares in the capital of Paramount;
“Person” means any individual, partnership, association, body corporate, trustee, executor, administrator, legal
representative, government, regulatory authority or other entity, whether or not having legal status and includes

MGM Energy;

“Preferred Shares™ means the preferred shares in the capital of the Corporation, issuable in series;




“Proved Reserves” are those Reserves that can be estimated with a high degree of certainty to be recoverable. [t is
likely that the actual remaining quantities recovered will exceed the estimated Proved Reserves. At least a 90%
probability that the quantities actually recovered will equal or exceed the estimated Proved Reserves is the targeted
level of certainty;

“Regulation §” means Regulation S under the 1933 Act;

“Reserves” or “reserves” are the estimated remaining quantities of oil and natural gas and related substances
anticipated to be recoverable from known accumulations, from a given date forward, based on: analysis of drilling,
geological, geophysical and engineering data; the use of established technology; and specified economic conditions,
which are generally accepted as being reasonable. Reserves are classified according to the degree of certainty
associated with the estimates;

“Sahtu/Colville Lake Assets” means the oil and gas interests with contingent resource acquired by the Corporation
from Paramount pursuant to the Arrangement;

“SEDAR™ means the System for Electronic Document Analysis and Retrieval;

“Services Agreement” means the services agreement between Paramount and the Corporation pursuant to which
Paramount provides administrative, operational and other services to the Corporation;

“Short Term Warrants” means the share purchase warrants of the Corporation issued pursuant to the
Arrangement, which entitled the holders thereof to purchase either Common Shares at a price of $5.00 per share or
Flow-Through Shares at a price of $6.25 per share;

“Spinout Assets” means the oil and gas interests in the Mackenzie Delta areas in northern Canada which were
conveyed from Paramount to the Corporation in connection with the Arrangement under the Spinout Assets Transfer
Apgreement;

“Spinout Assets Transfer Agreement” means an asset transfer agreement between Paramount and the Corporation
providing for the transfer of the Spinout Assets from Paramount to the Corporation;

“Stock Option Plan” means the stock option plan of the Corporation;
“Tax Act” means the Income Tax Act (Canada) as amended, including the regulations thereunder;
“TSX” means the Toronto Stock Exchange,

“Undeveloped Reserves™ are those Reserves expected to be recovered from known accumulations where a
significant expenditure (e.g., when compared to the cost of drilling a well} is required to render them capable of
production, They must fully meet the requirements of the Reserves classification (proved, probable, possible) to
which they are assigned;

“United States” means the United States of America, its territories and possessions, any State of the United States,
and the District of Columbia;

“U.8. Person™ has the meaning set forth in Regulation S and includes, with certain exceptions, (i) any natural person
resident in the United States; (ii) any partnership or corporation organized or incorporated under the laws of the
United States; (iii) any estate of which any executor or administrator is a U.S. Person; (iv) any trust of which any
trustee is a U.S. Person; (v) any agency or branch of a foreign entity located in the United States; (vi) any non-
discretionary account or similar account {other than an estate or trust) held by a dealer or other fiduciary for the
benefit or account of a U.8. Person; {vii) any discretionary account or similar account (other than an estate or trust)
held by a dealer or other fiduciary organized, incorporated, or (if an individual) resident in the United States; and
(viii) any partnership or corporation if (A} organized or incorporated under the laws of any jurisdiction other than
the United States and (B) formed by a U.S. Person principally for the purpose of investing in securities not
registered under the 1933 Act, unless it is organized or incorporated, and owned, by accredited investors, as defined
in Rule 501(a) under the 1933 Act who are not natural persons, estates or trusts;




“Warrant Indenture” means the warrant indenture dated as of January 12, 2007 between the Corporation and
Computershare, as trustee, establishing the terms of the Warrants and under which the Warrants are issued;

“Warrant Unit” means a unit consisting of one Short Term Warrant and one Longer Term Warrant; and

“Warrants” means the Short Term Warrants and/or the Longer Term Warrants of the Corporation, as the context
may require.

CONVENTIONS
Certain other terms used but not defined herein are defined in Ni 51-101 and, unless the context otherwise requires,
will have the same meanings herein as ascribed to them in NI 51-101. Unless otherwise indicated, references herein
to “$” or “dollars™ are to Canadian dollars. All financial information with respect to the Corporation has been
presented in Canadian dollars in accordance with GAAP.

ABBREVIATIONS AND EQUIVALENCIES

The following are abbreviations and definitions of terms used in this Annual Information Form.

Crude Oil and Natural Gas Liguids Natural Gas

bbl barrel Bef billion cubic feet

bbls barrels Mef thousand cubic feet

bbls/d barrels per day Mcf/d thousand cubic feet per day

Mbbls thousand barrels Mmcf million cubic feet

NGL natural gas liquids Mmcf/d million cubic feet per day
MMBTU  Million British Thermal Units
Tef trillion cubic feet

Other

OPEC Organization of the Petroleum Exporting Countries

WTI! West Texas Intermediate, the reference price paid in U.S. dollars at Cushing, Oklahoma for crude oil of

standard grade

CONVERSIONS

The following table sets forth certain standard conversions between Standard Imperial Units and the International
System of Units {or metric units).

To Convert From To Multiply By
Mcf cubic metres 28.174
cubic metres cubic feet 35.494
bbls cubic metres 0.159
cubic metres bbls 6.290
feet metres 0.305
metres feet 3.281
miles kilometres 1.609
kilometres miles 0.621
acres hectares 0.405

hectares acres 2471




FORWARD-LOOKING STATEMENTS

This Annual Information Form contains certain forward-looking statements. Forward-fooking statements are
typically identified by words such as “anticipate”, “believe”, “expect”, “plan”, “intend”, “estimate”, “may”, “will”,
“project”, “should” or similar words suggesting future outcomes or statements regarding an outlook. Forward-
looking statements in this Annual Information Form include, but are not limited to, statements with respect to the
Corporation’s operations, anticipated financial performance, the Corporation’s business strategy and objectives,
capital expenditures to be made by the Corporation on its properties, resource and reserve estimates, the
Corporation’s exploration and development plans, the Corporation’s plans respecting the transportation of its oil,
natural gas and natural gas liquids to market and the Corporation’s plans to ultimately retain all of its own personnel.

Readers are cautioned not to place undue reliance on forward-looking statements, as there can be no assurance that
the plans, intentions or expectations upon which they are based will occur. By their nature, forward-looking
statements involve numerous assumptions, known and unknown risks and uncertainties, both general and specific,
that contribute to the possibility that the predictions, forecasts, projections and other things contemplated by the
forward looking statements witl not occur. Such forward-looking statements or information are based on a number
of assumptions which may prove to be incorrect. In addition to other assumptions identified in this Annual
Information Form, assumptions have been made regarding, among other things:

+ the ability of the Corporation to obtain dritling success consistent with expectations;

s the ability of the Corporation to obtain equipment, services, supplies and personnel in a timely manner and
at an acceptable cost to carry out its activities;

» the ability of the Corporation to market its oil and natural gas and to transport its cil and natural gas to
market;

s the timing and cost of pipeline and facility construction and expansion and the ability of the Corporation to
secure adequate product transportation;

s the timely receipt of required regulatory approvals;
¢ the ability of the Corporation to obtain capital to finance its exploration, development and operations; and
+ future oil and gas prices.

Although it is believed that the expectations represented by such forward looking statements are reasonable, there
can be no assurance that such expectations will prove to be correct. Some of the risks and other factors which could
cause results to differ materially from those expressed in the forward looking statements contained in this Annual
Information Form respecting the Corporation and its business are set forth in “Risk Factors”. MGM Energy
Shareholders are urged to carefully consider those factors as well as the information contained elsewhere in this
Annual Information Form,

The reader is cautioned that these factors and risks are difftcult to predict and that the assumptions used in the
preparation of such information, although considered reasonably accurate at the time of preparation, may prove to be
incorrect. Accordingly, readers are cautioned that the actual results achieved will vary from the information
provided herein and the variations may be material. Readers are also cautioned that the foregoing list of factors is
not exhaustive. Consequently, there are no representations by the Corporation that actual results achieved will be the
same in whole or in part as those set out in the forward-looking information. Furthermore, the forward-looking
statements contained in this Annual Information Form are made as of the date hereof, and the Corporation
undertakes no obligation, except as required by applicabie securities legislation, to update publicly or to revise any
of the included forward-looking statements, whether as a result of new information, future events or otherwise. The
forward-looking statements contained herein are expressly qualified by this cautionary statement,




CORPORATE STRUCTURE

The Corporation was incorporated under the ABCA on October 31, 2006 under the name “1278517 Alberta Ltd.”.
On December 4, 2006, the Corporation’s articles were amended to change its name to “MGM Energy Corporation™.
The Corporation’s articles were further amended on January 9, 2007 to change the Corporation’s name to
“MGM Energy Cormp.”, to create two new classes of shares designated as Preferred Shares and Class A Preferred
Shares, to amend the existing rights of the Common Shares and to fix the minimum and maximum number of
directors at three and twelve, respectively. MGM Energy was formed in order to effect the Arrangement. See
“General Development of the Business — History”. As a result of the Arrangement, MGM Energy became a
“reporting issuer” in the provinces of British Columbia, Alberta, Saskaichewan, Manitoba, Ontario, Quebec and
Nova Scotia.

The head and registered office of the Corporation is located at Suite 4700, 888 — 3" Street $.W., Calgary, Alberta,
T2P 5C5.

GENERAL DEVELOPMENT OF THE BUSINESS
History

The following is a summary of significant events in the development of MGM Energy’s business for the year ended
December 31, 2006 and the subsequent Arrangement,

In the summer of 2006, Paramount was approached with respect to a farm-in opportunity in the Mackenzie Delta
area of the Northwest Territories, and on September 14, 2006 Paramount entered into the MDFI Agreement. The
MDFI Agreement provided Paramount with the right to eam interests in, and obligated Paramount to incur certain
expenditures on, properties in the Mackenzie Delta. As the capital expenditures under the MDF| Agreement to the
end of the 2007/2008 drilling season were estimated by Paramount to be approximately $130 million, Paramount’s
management considered alternatives to fund these expenditures. One of the alternatives was the spinout of a new
public corporation to own Paramount’s Mackenzie Valley and Mackenzie Delta oil and gas interests and to be
initially owned by Paramount and its shareholders, with Paramount’s shareholders being given the opportunity to
participate in the new corporation’s initial financing.

The Arrangement and related matters received the approval of 99.96% of the votes cast by the shareholders of
Paramount at a special meeting held on January 11, 2007 as well as the approval of the Court of Queen’s Bench of
Alberta by final order on January 11, 2007. The Arrangement became effective on January 12, 2007,

The spinout resulted in the shareholders of Paramount receiving, for every 25 Paramount Shares held, one Common
Share and five Warrant Units, with each Warrant Unit consisting of one Short Term Warrant and one Longer Term
Warrant. For a description of the authorized share capital of the Corporation, see “Description of Capital Structure”,

Pursuant to the Arrangement, the Spinout Assets and the Ancillary Asset were transferred from Paramount to the
Corporation for the consideration described below and the holders of the Paramount Shares were issued an
aggregate of approximately 2.8 million Common Shares and 14.2 million Warrant Units. As consideration for the
Spinout Assets, Paramount received $112 million of consideration from the Corporation consisting of 18.2 million
Class A Preferred Shares issued at a stated issue price of $5.00 per share, convertible into Common Shares on a one-
for-one basis, a promissory note having a principal amount of $12 million and the cancellation of an outstanding
promissory note of Paramount held by the Corporation in the principal amount of $9 million. Paramount determined
the $112 million payable for the Spinout Assets based on the historical capital expenditures incurred by Paramount
on the Colville Lake properties, Paramount’s costs of capital related to those expenditures and an estimate of the
expenditures incurred and to be incurred by Paramount under the MDFI Agreement up to the closing date of the
Arrangement. As consideration for the Ancillary Asset, an outstanding promissory note of Paramount held by the
Corporation in the principal amount of $5 million was cancelled. Paramount determined the $5 million payable for
the Anciilary Asset based on the net present value (discounted at 10%) of the proved plus probable reserves
attributable to the Ancillary Asset as evaluated by McDaniel as of October 31, 2006. For further information
concerning the Arrangement, see the information circular and proxy statement of Paramount dated December &,
2006, which is available on SEDAR at www.sedar.com under Paramount’s profile.




Pursuant to the Arrangement Agreement and the Arrangement, MGM Energy acquired the Spinout Assets and the
Ancillary Asset.

As at February 16, 2007, of the 14,163,365 Short Term Warrants issued, an aggregate of 13,824,141 Short Term
Warrants had been exercised by warrant holders and 7,917,611 Common Shares were issued at a price of $5.00 per
share and 5,906,530 Flow-Through Shares were issued at a price of $6.25 per share to raise gross proceeds of
$76,503,867. In addition, on the same date, a total of 160,000 Flow-Through Shares, 210,000 Common Shares and
370,000 Longer Term Warrants were issued to certain directors of the Corporation putsuant to a private placement,
Flow-Through Shares and Common Shares were issued at the same prices as were paid pursuant to the exercise of
the Short Term Warrants. The private placement was undertaken to permit interested directors to acquire shares in
the Corporation. The private placement resulted in additicnal consideration to the Corporation of $2.05 million.

On March 14, 2007, 20 Longer Term Warrants were exercised into Common Shares. As a result of the exercise of a
portion of the Longer Term Warrants, as at March 29, 2007, 14,194,121 Longer Term Warrants are outstanding.

As at March 29, 2007, Paramount owned 18.2 million Common Shares (approximately 51.7% of the issued and
outstanding Common Shares) and is involved in providing administrative, operating and other services to MGM
Energy pursuant to the Services Agreement. As Paramount took the initiative in founding and organizing MGM
Energy, Paramount may be considered to be a promoter of MGM Energy for securities law purposes.

Significant Acquisitions

On January 12, 2007, MGM Energy acquired the Spinout Assets and the Ancillary Asset as a result of the
Arrangement. A complete description of the Ancillary Asset, including the il and natural gas reserves attributable
thereto, is provided under the heading “Oil and Gas Reserves Data”. For further details concerning the Arrangement,
see the information circular and proxy statement of Paramount dated December 8, 2006, which is available on
SEDAR at www.sedar.com under Paramount’s profile.

The Common Shares and the Warrant Units commenced trading on the TSX under the symbols “MGX” and
“MGX.WT.A”, respectively, on January 17, 2007. The Warrant Units ceased being traded after February 16, 2007
when the Short Term Warrants expired and the Longer Term Warrants were separated, The Longer Term Warrants
commenced trading on the TSX under the symbol “MGX. WT.B” on March 2, 2007.

Business Strategy

The principal business of the Corporation is to acquire, develop, optimize, expleoit and produce oil and natural gas
reserves in Northern Canada. MGM Energy does not have any subsidiaries.

For a description of the Corporation’s business, see “Qil and Natural Gas Properties”.
Exploration of the Mackenzie Delta Regions

Significant quantities of oil and natural gas have been discovered in the Mackenzie Delta and the central Mackenzie
Valley regions of Northern Canada since exploration began by others in these areas. To date, energy infrastructure,
specifically in the form of pipelines to transport natural gas, has not yet reached regions north of the Cameron Hills
area of the southern Northwest Territories. Pipelines to transport oil and other liquid hydrocarbons have not yet
reached north of Norman Wells in the central Mackenzie Valley., Until a natural gas pipeline is built from the
Muackenzie Valley to connect to the Alberta or British Columbia pipeline systems, there is no commercial method to
move natural gas which MGM Energy, or any other entity, may discover to markets. In addition, a liquids line is
required north of Norman Wells to move liquid hydrocarbons discovered north of that area to markets. As a result,
for at least the next five years, it is unlikely that the Corporation will generate any revenue from the production of
hydrocarbons.

MGM Energy believes that the lack of transportation capacity from the central Mackenzie Valley and the Mackenzie
Delta provides it with an opportunity 1o acquire interests in resources, including land and discovered hydrocarbons,
that would not be available to it on reasonable terms, were a pipeline or other means of transportation of oil and
natural gas available.




MGM Energy’s business strategy is to accumulate interests in hydrocarbon resources in the central Mackenzie
Valley and Mackenzie Delta. These interests may include a combination of direct interests in land, interests in
existing discoveries, and farm-ins on land currently owned or controlled by others. In the case of undrilled land
which MGM Energy believes to be prospective, MGM Energy will drill for hydrocarbons and attempt to discover
resources that could be developed to ship once a pipeline is built. In the case of the acquisition of previously
discovered resources, MGM Energy will develop those resources to ship through such a pipeline. MGM Energy’s
business objective is to acquire oil and natural gas resources at a lower cost today than would be possible if a
pipeline existed, and to thereby ultimately achieve returns for MGM Energy Shareholders.

Personnet

As at December 31, 2006, the Corporation had no employees. As at March 1, 2007, the Corporation employed five
full-time employees. MGM Energy does not yet have all of the persennel necessary to conduct its business. MGM
Energy is relying on employees of Paramount to conduct certain aspects of its business pursuant to the Services
Agreement. [t is MGM Energy’s intention to be fully staffed to carry on its business prior to the expiry of the
Services Agreement on December 31, 2007, MGM Energy has the ability to extend the Services Agreement if
required.

Competition

Companies operating in the petroleum industry must manage risks which are beyond the direct control of company
personnel. Among these risks are those associated with exploration, environmental damage, fluctuating commodity
prices, foreign exchange rates and interest rates.

The Corporation intends to actively compete for reserve acquisitions, exploration leases, licences and concessions
and skilled industry personnel with a substantial number of other oil and gas companies, many of which have
significantly greater financial resources than the Corporation. The Corporation’s competitors include major
integrated oil and natural gas companies, numerous other independent oil and natural gas companies and trusts, and
individual producers and operators.

MGM Energy will enhance its competitive position by focusing on the Arctic regions of Canada, and will acquire
and develop Arctic expertise to reduce some of the risks associated with the exploration, production and marketing
of oil and natural gas. See “Risk Factors”,

Treads

Activity levels in the Northwest Territories in the past have generally been a function of the energy industry’s view
of the progress towards the construction of a Mackenzie Valley pipeline. There have been a number of occasions
since the 1970s where the pipeline appeared to be making progress, and equally times when the pipeline appeared to
be a distant possibility.

Currently, although more progress has been made toward the construction of a northern pipeline than at any other
time, there remains doubt as to the timing of the Mackenzie Valley pipeline. On March 12, 2007, Imperial Oil
Resources Ventures Limited, on behalf of the proponents of the Mackenzie Valley pipeline project, announced a
new, substantially higher cost estimate for the pipeline. In addition, it announced a new project schedule that does
not call for a decision to construct the pipeline before 2009 nor pipeline start-up before 2014. As a result, some
industry participants view a pipeline in-service date of 2012-2013 as optimistic, While this perspective may prove to
be correct, MGM Energy views this as providing it with the opportunity to advance its business strategy.

Seasonal Factors
Oil and natural gas development activities, including seismic and drilling programs in the central Mackenzie Valtey

and Mackenzie Delta are restricted to those months of the year when the ground is frozen. Seasonal weather
variations, including freeze-up and break-up, will affect access.




Reorganizations

On January 12, 2007, the Corporation completed the Arrangement. For further details, see “General Development
of the Business - History”.

OIL AND NATURAL GAS PROPERTIES
Description of Oil and Natura) Gas Properties and Assets

The following is a description of the principal oil and natural gas properties comprising the Spinout Assets and the
Ancillary Asset. Reserve amounts are stated, before deduction of royalties as at December 31, 2006, based on
forecast cost and price assumptions, as set forth in the McDaniel Reports. Unless otherwise specified, all references
to gross and net acres and well count information are as at December 31, 2006. See “Oi! and Gas Reserves Data”.

The estimates of reserves and future net revenue for individual properties may not reflect the same
confidence level as estimates of reserves and future net revenue for all properties, due to the effects of
aggregation.

The Corporation is a Calgary-based oil and gas company with a natural gas focus. The key areas of focus for the
Corporation include the Mackenzie Delta and the Colville Lake area of the central Mackenzie Valley in the
Northwest Territories,

Spinout Assets

MGM Energy’s principal assets are the Spinout Assets. The Spinout Assets consist of:

s the rights under the MDF1 Agreement respecting Mackenzie Delta, Northwest Territories Exploration
Licence #394, Exploration Licence #427 and Inuvik Concession Blocks | and 2 (the “Farmin Properties™),
covering approximately 412,500 hectares; and

* 0il and gas properties in the Sahtu/Colville Lake area of the Northwest Territories covering approximately
600,000 hectares (approximately 385,000 hectares net).

The map of the Northwest Territories below depicts the Mackenzie Delta area and the Colvilie Lake area in the
central Mackenzie Valley.
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The Spinout Assets were transferred from Paramount to the Corporation pursuant to the Spinout Assets Transfer
Agreement which was one of the steps in the Arrangement in consideration for the issuance to Paramount of the 18.2
million Class A Preferred Shares (with a stated issue price of $5.00 per share), the issuance to Paramount of a
promissory note in the principal amount of $12 million and the cancellation of an outstanding promissery note of
Paramount issued to MGM Energy in an earlier step of the Arrangement.

Pursuant to the MDFI Assignment Agreement, Paramount transferred and conveyed its entire interest in the MDFI
Agreement to MGM Energy.

Mackenzie Delta Farmin
MDF{ Agreement

Under the MDFI Agreement, the Corporation is the operator of the Farmin Properties and can eam a staged 50%
working interest in the Farmin Properties by drilling 11 wells over a period of four years. In addition, the Corporation
must make the required deposit and penalty payments to the lease owners (the Crown and the lnuvialuit Regional
Corporation) during that period, which may be up to $21 million, but are currently estimated to be approximately
$11 million, Of the 11 wells to be drilled by MGM Energy, two wells have been drilled on the EL394 lands in the
2006/2007 winter drilling season (Kumak [-25 and Unipkat M-45). The Kumak [-25 well was cased and suspended
without further testing and the Unipkat M-45 well was abandoned. Of the remaining nine wells to be drilled by MGM
Energy, three wells are expected 1o be drilled on the EL427 or EL3%4 lands (with at least one well on EL427B) in the
2007/08 winter drilling season. Three wells are to be drilled on the Farmin Properties in each of the 2008/09 and
2009/10 winter drilling seasons. A 32% working interest in the Farmin Properties will be eamed by the Corporation
after five expioratory wells have been drilled and upon delivery of the required Drilling Termination Notice, and an
additicnal 3% working interest in the Farmin Properties will be earned by the Corporation for each well drilled in
addition to the first five exploratory wells. The Corporation may, at its option, accelerate the required drilling program.

Upon satisfying the drilling commitments under the MDFI Agreement in full, a 50% interest in the existing discovery
wells, Langley K-30, Olivier H-01 and Ellice !-48, and the existing discovery lands surrounding the discovery wells,
will also be earned. The existing discovery wells and the existing discovery lands are collectively referred to as the
“Previous Discoveries”. If the drilling commitment of 5 exploratory wells is met but the drilling commitments under
the MDFI Agreement are not satisfied in full, the Corperation will earn an interest in the Farmin Properties based on
the number of wells drilled, as set forth above but no interest will be eamed in the Previous Discoveries. If the
Corporation does not drill five exploratory wells, which is the minimum required drilling program under the MDFI
Agreement, no interest in the Farmin Properties will be earned by the Corporation.

The MDF! Agreement provides for an area of mutual interest (“AMI™) surrounding the Farmin Properties. The
Corporation and each of the farmors have a right to participate as to 50% and 25%, respectively, in any interest
acquired by any of the parties in the AMI, subject to adjustment to reflect the party’s final working interest in the
Farmin Properties once the Corporation has completed the drilling program under the MDFI Agreement.

Under the MDFI Agreement, the Corporation is also required to spend a total of $50 million on the acquisition of
3D seismic on the Farmin Properties or lands within 3.2 kilometres of the Farmin Properties or, if consented to by the
farmors, other lands within the AMI or within 1.6 kilometres of the exterior perimeter of the AMI prior to the end of
the 2011/12 winter drilling season. If the Corporation does not spend the entire $50 million required by that time, the
Corporation will still earn the staged working interests in the Farmin Properties and, if all 11 wells are drilled, the 50%
working interest in the Previous Discoveries; however, the Corporation will be subject to a continuing obligation to the
farmors with respect to the difference between $30 million and the amount spent by the Corporation in acquiring
3D seismic. That obligation can be satisfied, at the option of the farmors, by the Corporation making payment to the
farmors of 50% of the unspent amount or contributing 100% of the costs otherwise applicable to the joint venture
account for the first drilling or seismic operations conducted as joint operations up to that amount.

Chevron Canada Limited was the prior operator of the Farmin Properties and under the MDFI Agreement will provide
contract operator services through the 2006/07 winter drilling season to MGM Energy. MGM Energy bears the expense
and risks of all operations conducted by Chevron Canada Limited in the 2006/07 winter drilling season.




MGM Energy is the operator of the Farmin Properties. Prior to the Arrangement, Paramount had operated in
Northern Canada for over 30 years. Certain key employees of Paramount are now employees of MGM Energy or
provide their services to the Corporation pursuant to the Services Agreement,

Continuing Obligations of Paramouni

Pursuant to the terms of the MDFI Agreement, Paramount will continue to be jointly and severally liable for the
obligations of MGM Energy under the MDF1 Agreement to the extent those obligations are not satisfied by MGM
Energy. The Spinout Assets Transfer Agreement obligates the Corporation to satisfy all of the obligations of the farmee
under the MDFE Agteement and to take whatever steps are necessary to raise sufficient funds to meet those obligations.
The Spincut Assets Transfer Agreement also provides that if the Corporation is unable to satisfy its obligations under
the MDF1 Agreement and Paramount is required to satisfy those obligations, MGM Energy will be obligated to repay
to Paramount all amounts spent by Paramount to satisfy those obligations. The amount owing to Paramount will bear
interest at a rate equal to Paramount’s cost of capital at the time of expenditure plus 1%, and will be secured by a
charge over alt of MGM Energy’s assets.

The Mackenzie Delta — Overview of the Area

The Mackenzie Delta lies at the end of the Mackenzie River where it enters the Beaufort Sea, approximately
2,200 kilometres north of Calgary, Alberta. The Mackenzie Delta has been the focus of natural gas exploration since
the 1960s. Several major discoveries have been made in the Mackenzie Delta during that time, with 21 onshore
Significant Discovery Licenses awarded to date. There is no commercial oil or natural gas production in the Mackenzie
Delta, as currently there is no pipeline or gathering system to transport production to market, See “Oil and Natural Gas
Properties — Spinout Assets — Proposed Mackenzie Valley Pipeline” below.

Farmin Properties
The map below depicts the Farmin Properties (EL394, EL.427 and the Inuvik parcels), the Previous Discoveries plus

the tands held and discoveries made by other industry participants in the area and the proposed route of the Mackenzie
Valley pipeline,
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EL394 expires in September 2008. Upon expiry, only discovery land defined by a successful exploration well for
which a Significant Discovery License has been applied for or obtained will be retained by the lessee. EL394 covers
approximately 73,155 hectares. Wells drilled by MGM Energy on the EL394 lands will target the Tertiary Taglu and
Reindeer sands for natural gas at a depth of between 1,000 and 2,000 metres. The estimated cost to drill and test a well
on these lands to the target depth is between $18 million and $22 million.

EL427 is comprised of EL427A, EL427B and EL427C. EL427A expires in August, 2009; EL427B expires in May,
2007, subject to extension to May, 2011 with payment of money and if certain work is completed; and EL427C expires
in June, 2009, subject to extension to June, 2013 if certain work is completed. It is expected that the required work will
be completed to extend each of EL427B and EL427C. Upon expiry, only discovery land defined by a successful
exploration well for which a Significant Discovery License has been applied for or obtained will be retained by the
lessee. EL427 covers approximately 148,577 hectares. Wells drilled by MGM Energy on the EL427 lands will target
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the Tertiary Taglu and Reindeer sands for natural gas at a depth of between 700 and 2,000 metres. The estimated cost
to drill and test a well on these lands to the target depth is between $18 million and $22 million,

The leases respecting Inuvik Concession Blocks | and 2 each have a term of 10 years expiring in August, 2010. The
term of each of these leases can be extended for up to 10 years under 2 extensions at which time a portion of the leases
are relinquished back to the Inuvialuit Regional Corporation, These lease extensions, to be made in 2010 for five years
and 2015 for a further five years, require a cash payment of $250,000 for each five year extension on each Inuvik
Concession Block. One well must be drilled on each Inuvik Concession Block approximately every five years or a
penalty of $5 million must be paid for each Inuvik Concession Block on which a well was not drilled. The Inuvik
Concession Block 1lands cover approximately 90,461 hectares and the lnuvik Concession Block 2 lands cover
approximately 100,369 hectares. Wells drilled by MGM Energy on the Inuvik Concession Blocks will target the
Jurassic and Lower Cretaceous Parsons Lake and Kamik formations for natural gas at a depth of between 3,000 and
5,000 metres. The estimated cost to drill and test a well on these lands to the target depth is between $13 million and
$24 million.

Exploration and Development to Date on the Farmin Properties

Three wells have been drilled to date on the Farmin Properties by the farmors under the MDFI. All wells were cased
and tested. These wells are part of the Previous Discoveries. See “Oil and Natural Gas Properties — Spinout Assets -
The Previous Discoveries” below.

Exploration and Development Plans for the Farmin Properties

MGM Energy drilled the Kumak [-25 well pursuant to the MDFI, the first well of an eleven well drilling commitment.
Upon initial evaluation, the Kumak [-25 well did not appear to contain commercial quantities of hydrocarbons;
therefore, MGM Energy elected to case and suspend the well. Further testing or use of the well will be evaluated by
December 31, 2007. The second well of the eleven well drilting program, Unipkat M-45, was drilled and abandoned.
Both wells 1argeted the Taglu sands.

There are ten drillable prospects and over sixty leads on the Farmin Properties land. Prospects all have 3D seismic
coverage with the majority having amplitude support for natural gas. Leads are generally defined by 2D seismic or
incomplete 3D seismic, requiring further seismic coverage prior to drilling.

The Previous Discoveries

The Langley and Ellice discovery wells encountered Taglu sands at 555 metres and 2,100 metres, respectively, and
were production tested at rates of 18 and 34 Mmcf/d, respectively. The production test results from the Olivier well are
currently confidential. Chevron Canada Limited has submitied a significant discovery application for the Langley
discovery and is preparing significant discovery applications for Ellice and Olivier. All three discovery wells are
suspended and will be re-entered for production.

The Mackenzie Delta — Potential Resonrces

The Mackenzic Evaluation estimates potential undiscovered resources in the onshore and shallow water portion of the
Mackenzie Delta (which consists of approximately 2.9 million hectares) of up to 21.3 Tef of gas in place (high case).
Undiscovered resources are those quantities of oil and gas estimated on a given date to be contained in accumulations
yet to be discovered.

The Mackenzie Delta — Geology

The stratigraphic column in the Mackenzie Delta can be divided into the following four major tectono-stratigraphic
assemblages (based upon drilling to date, surface outcrop mapping of adjacent areas and analysis of geophysical data):
Inuvikian Assemblage comprising Proterozoic (non-prospective) strata; Franklinian Assemblage comprising Cambrian
to Devonian strata; Eilesmerian Assemblage comprising Mississippian to Lower Cretaceous (Hauterivian) strata; and
Brookian Assemblage comprising Lower Cretaceous {Hauterivian) to Holocene strata.




The Brookian Assemblage, in particular the Kugmallit, Taglu, and Aklak sequences, has been the main focus of
exploration in the Mackenzie Delta. The Brookian Assemblage can be divided into three main petroleum systems: the
Jurassic and Lower Cretaceous system; the Lower Tertiary (Reindeer) system; and the Tertiary Kugmallit system. In
the Mackenzie Delta region, this assemblage is 12 to 16 kilometres thick.

The Jurassic and Lower Cretaceous petroleum system includes strata from the Bug Creek Group to the Kamik
formation. Overlying the Jurassic Bug Creek Group strata are sediments of the Husky formation. These deep water
shales are the main source rocks for this petroleum system. They transition into shallow marine sandstones of the
Martin Creek Formation. The Kamik formation is the main gas bearing horizon for the Parsons Lake field operated by
ConocoPhillips.

The Lower Tertiary (Reindeer) petroleum system includes strata from the Upper Cretaceous Boundary Creek and
Smoking Hills formations through to the Taglu sequence of the Reindeer formation. The Aklak and Taglu deltaic
sequences are the main reservoir intervals within this system. Other probable source rocks for this system include the
shales within the Upper Cretaceous to Paleocene Fish River sequence, and the shales within the Eocene Taglu and
Richards sequences.

The Tertiary Kugmallit petroleum system includes strata from the Kugmallit formation through to the Iperk formation.
Reservoirs in this system include sands within the Kugmallit formation and minor sands within the Akpak formation.
Source rocks are the shales within the Oligocene Kugmallit sequence and Miocene Akpak sequence.
Because the Franklinian and Ellesmerian Assemblages are very deep over much of the Mackenzie Delta, they have not
been the focus of exploration efforts in the Mackenzie Delta to date, These stratal groups are, however, considered
prospective for hydrocarbons where they are relatively close to the surface.
Colville Lake

Colville Lake — Overview of the Area
The Colville Lake area in the central Mackenzie Valley, Northwest Territories has been the focus of natural gas
exploration since the 1970s. A number of major discoverigs have been made in the Colville Lake area during that time,
with four Significant Discovery Licenses awarded to date. In addition, Paramount made two new discoveries (at Nogha
and Maunoir) in the area. There is no commercial oil or natural gas production in the Colville Lake area or the
Mackenzie Valley, as currently there is no pipeline or gathering system to transport production. See “Qil and Natural
Gas Properties - Spinout Assets — Proposed Mackenzie Valley Pipeline” below.

The Colville Lake Properties

The Colville Lake properties cover approximately 600,000 hectares (approximately 385,000 hectares net) in the
Mackenzie Vailey, Northwest Territories. The Colvilie Lake properties are at:

« Nogha (Exploration Licence #426, Exploration Licence #430 and one concession agreement);
+  Maunoir (Exploration Licence #39% and Exploration Licence #428),

*  Turton (Exploration Licence #414);

e Kelly (Exploration Licence #424); and

¢ Great Bear River (Exploration Licence #440).

The Nogha, Maunoir and Turton properties are held through a 50/50 joint venture with an industry partner, and the
Kelly and Great Bear River properties are wholly-owned.




At Nogha, EL426 and EL430 expire in June 2008 and May 2009, respectively. It is intended that EL426 be extended
for one year at a cost of $1 million payable by MGM Energy. Upon expiry, only discovery land defined by a successful
exploration well for which a Significant Discovery License has been applied for or obtained will be retained by the
lessee. EL426 and EL430 cover approximately 88,365 hectares. The concession agreement regarding lands in the
Colville Lake region of the Shatu settlement area has rolling five year terms, with the first term ending in January,
2011. The concession agreement lands cover approximately 59,881 hectares. At the end of each term a portion of the
lands are relinquished by the lessee, with the magnitude of such portion depending on exploration success and work
completed during the term. Wells drilled by MGM Energy at Nogha target the Cambrian Mount Clark and Mount Cap
sands for natural gas at a depth of approximately 1,400 metres. The estimated cost to drill and test a wel! at Nogha to
the target depth is approximately $8 million. Starting in 2011, an annual rental of approximately $300,000 witl
commence in respect of the concession lands.

At Maunoir, EL399 and EL428 will expire in August 2008 and May 2009, respectively. Upon expiry, only discovery
land defined by a successful exploration well for which a Significant Discovery License has been applied for or
obtained will be retained by the lessee. The Maunoir lands cover approximately 201,504 hectares. Wells drilled by
MGM Energy at Maunoir will target the Cambrian Mount Clark sands for natural gas at a depth of approximately
1,000 metres. The estimated cost to drill and test a well at Maunoir to the target depth is approximately $8 million.

At Turton, EL414 will expire in September 2009. Upon expiry, only discovery land defined by a successful exploration
well for which a Significant Discovery License has been applied for or obtained will be retained by the lessee. The
Turton lands cover approximately 84,880 hectares. Wells drilled by MGM Energy at Turton will target the Cambrian
Mount Clark sands for natural gas at a depth of between 1,500 and 2,000 metres. The estimated cost to drill and test a
well at Turton to the target depth is approximately $8 million.

At Kelly, EL424 has a first term of four years expiring in June 2008, subject to extension to June 2012 if certain work
is completed. Upon expiry, only discovery land defined by a successful exploration well for which a Significant
Discovery License has been applied for or obtained will be retained by the lessee. The Kelly lands cover approximately
80,608 hectares. Wells drilled by MGM Energy at Kelly will target the Cambrian Mt. Clark sands for natural gas at a
depth of between 1,500 and 2,000 metres. The estimated cost to drill and test a well at Kelly to the target depth is
approximately $8 million.

At Great Bear River, EL440 has a first term of four years expiring in May 2010, subject to extension to May, 2014 if
certain work is completed. Upon expiry, only discovery land defined by a successful exploration well for which a
Significant Discovery License has been applied for or obtained will be retained by the lessee. The Great Bear River
lands cover approximately 87,872 hectares. Wells drilled by MGM Energy at Great Bear River will target the
Devonian carbonates and Cambrian sandstones for natural gas. The estimated cost to drill and test a well at Great Bear
River is between $5 million and $10 million.

Exploration and Development to Date on the Colville Lake Properties
Ten wells have been drilled to date (four at Nogha, four at Maunoir and two at Turton), eight of which have been cased
and suspended and two of which have been abandoned. Approximately $82.2 million in net capital expenditures have
been made to date by Paramount on the Colville Lake properties.

Exploration and Development Plans for the Colville Lake Properties
Several prospects and leads have been identified through 2D seismic in the Colville Lake area. Current mapping
indicates good gas potential in the immediate area of the Nogha discovery as well as in the surrounding basal Cambrian

Sandstone strata.

In 2007/08 the Corporation intends to shoot seismic in the Kelly and Nogha areas at an estimated cost of $135 million,
defining drilling for the 2008/09 winter drilling season.




Previous Discoveries on the Colville Lake Properties

Discoveries have been made by Paramount at Nogha and Maunoir, The Nogha C-49 and M-17 discovery wells were
production tested at combined rates from the Mount Clark A and C zones of 5.1 and 3.5 Mmcf/d, respectively. The
Maunoir C-34 discovery well was production tested at 235 bbls/d of oil.

Colville Lake — Potential Resources

The Mackenzie Evaluation estimates potential undiscovered resources for the Colville Lake Cambrian sandstone,
which covers approximately 5.3 million hectares in the Mackenzie Valley, of up to 8.6 Tcf of gas in place (high case).
Undiscovered resources are those quantities of oil and gas estimated on a given date to be contained in accumulations
yet to be discovered.

An evaluation of the potential resources of the Nogha property at Colville Lake, conducted by McDaniel, estimates the
potential contingent resources of the property to be approximately 136.2 Bef (high case). The evaluation is as of
December 31, 2006.

The table below summarizes the estimated volumes of contingent resources attributable to the Nogha property at
Colville Lake, net to MGM Energy. The estimates presented are in accordance with the definitions and guidelines in
the COGE Handbook and NI 51-101.

Contingent Resources'" (Bef)
(Estimate)®®

Low Best High
11.5 41.7 136.2

Notes:

(1) Contingent resources are those quantities of gas estimated to be potentially recoverable from known accumulations but are classified as a
resource rather than a reserve due to: lack of pipeline infrastructure, making the project uneconomic on a stand alone basis, potential
regulatory issues with respect to the construction of the pipeline and facility infrastructure; lack of demonstrated intent to bring the volumes
to market within a specific time frame; and insufficient drilling or technical data to be able to accurately estimate total pool productivity.
Estimates are shown before the deduction of royalties.

(2) A low estimate is a conservative estimate of the quantity that will actually be recovered from the accumulation; a best estimate is the best
estimate of the quantity that will actually be recovered from the accumalation; and a high estimate is an optimistic estimate of the quantity
that will actually be recovered from the accumnulation.

Cobville Lake — Geology

The primary exploration target in the northern Sahtu area of the Mackenzie Valley near Colville Lake is the Cambrian-
aged Mount Clark formation sandstones. Overlying the Mount Clark formation are sandstones, siltstones, shales, thin
limestone and dolostone of the Mount Cap formation. The Mount Cap formation ranges in thickness from 70 metres to
over 920 metres. Up to 200 metres of evaporitic sediments and variegated shales of the Saline River formation overly
the Mount Cap formation, with the Saline River formation being beneath the late Cambrian to early Ordivician
carbonate of the Franklin Mountain formation. The Franklin Mountain formation lies beneath the middle Devonain
Bear Rock, Hume and Rampart-Kee Scarp formations and the Cretaceous sand and shales of the Slater River
formation.

Proposed Mackenzie Valiey Pipeline
The Mackenzie Valley pipeline is a proposed 1,220 kilometre pipeline and gathering system to transport natural gas

from existing and currently undiscovered natural gas fields in the Mackenzie Delta through the Mackenzie Valley to
connect northern onshore gas fields with North American markets,




imperial Oil Resources Ventures Limited, on behalf of itse!f and ConocoPhillips Canada (North) Limited, Shell Canada
Limited, ExxonMobil Canada Properties and the Aboriginal Pipeline Group, has submitted applications to the NEB for
regulatory approvals required for the Mackenzie Valley pipeline as well as applications to the boards, panels and
agencies responsible for assessing and regulating energy developments in the Northwest Territories. Applications were
submitted beginning in April 2005, Approvals in respect of the required applications are required before fieldwork can
begin on the Mackenzie Valley pipeline. Such approvals include permits to develop and operate the pipeline’s
infrastructure, such as construction camps, access roads, pipeline rights-of-way, storage areas and granular queries, as
well as land and water use permits needed for pipeline construction and operation.

Preliminary plans target construction of the pipeline over four years once all necessary permits, licences and
authorizations have been obtained.

Production Transportation Plans

Paramount has publicly stated that it supports the construction of the Mackenzie Valley pipeline and has been involved
in certain of the hearings in respect of the pipeline. MGM Energy has adopted the statements and evidence of
Paramount in this regard. MGM Energy intends to discuss the transportation of its natural gas via the Mackenzie Valley
pipeline and related gathering system, if approved and constructed, with Imperial Oil Resources Ventures Limited.
MGM Energy will need to construct additional facilities in respect of certain of its properties in order to utilize the
Mackenzie Valley pipeline and related gathering system, if approved and constructed.

If the construction of the Mackenzie Valley pipeline and related gathering system is deferred, delayed or not approved,
the Corporation will examine its available options to transport its natural gas to market, including the staged
construction by the Corporation or the support by the Corporation for the construction by others of alternate pipeline
and gathering systems.

OIL AND GAS RESERVES DATA
Ancillary Asset

‘The Ancillary Asset was transferred from Paramount to the Corporation under the Arrangement pursuant to the
Ancillary Asset Transfer Agreement on January 12, 2007. The sale price for the Ancillary Asset was $5 million, which
was satisfied by the cancellation of a $5 million promissory note issued by Paramount to the Corporation pursuant to
the Arrangement. Under the Ancillary Asset Transfer Agreement, Paramount has the option to reacquire the Ancillary
Asset from the Corporation for the same price, provided that at the time of such acquisition the Corporation has proved
developed reserves with a net present value {on a constant price basis) of not less than $3 million discounted at 20% or
would otherwise then meet the TSX s initial listing requirements and provided further that such acquisition would not
result in the delisting from the TSX of any of the Corporation’s securities or the Corporation being in default of any of
the TSX s listing maintenance requirements.

The Ancillary Asset consists of one well in the Cameron Hills area of the southern portion of the Northwest Territories.
The Corporation is the operator of the well and has an 88% interest in the well. The well had test production from the
Sulphur Point formation at rates of 100 to 150 bbls/d in 2003 with minor amounts of associated gas, but is not currently
producing. If additional facilities are constructed, preduction from the well can be tied into an existing pipeline
approximately one kilometre away, with production to be sent via such pipeline to a battery at Bistcho Lake
approximately 70 kilometres away.

The tables below summarize the crude oil, natural gas liquids (“NGL”) and natural gas reserves related to the
Ancillary Asset of the Corporation and the present worth of future net cash flows associated with such reserves
effective as al December 31, 2006, as evaluated by McDaniel in a report dated March 14, 2007 based on constant
price assumptions and have been extracted from the McDaniel Reports. The McDaniel Reports have been prepared
in accordance with the standards contained in the COGE Handbook and the reserves definitions set out by the
Canadian Securities Administrators in NI 51-101 and the COGE Handbook. The tables summarize the data
contained in the McDaniel Reports and, as a result, may contain slightly different numbers than the McDaniel
Reports due to rounding. All future cash flows are stated prior to provision for indirect costs and lease
reclamation costs (other than well abandonment costs associated with existing wells and wells to be drilled in




the future that have been assigned reserves) and after deduction of royalties and estimated future capital
expenditures.

It should not be assumed that the present worth of estimated future cash flows shown below is representative
of the fair market value of the reserves. There is no assurance that such price and cost assumptions will be
attained and variances could be material. The recovery and reserve estimates of MGM Energy’s crude oil,
NGL and natural gas reserves provided herein are estimates only and there is no guarantee that the
estimated reserves will be recovered. Actual crude oil, natural gas and NGL reserves may be greater than or
less than the estimates provided herein. In the various reserves related tables included herein, columns may
not add due to rounding.

The Ancillary Asset was acquired by MGM Energy to ensure that MGM Energy met the minimum listing
requirements of the TSX. MGM Energy has no plans in 2007 to tie in or produce the Ancillary Asset.

All of MGM Energy’s crude oil, NGL and natural gas reserves are located within Canada.
The following table summarizes the reserves evaluated at December 31, 2006 using constant prices and costs.
SUMMARY OF OIL AND GAS RESERVES
AND NET PRESENT VALUES OF FUTURE NET REVENUE
As of December 31, 2006

CONSTANT PRICES AND COSTS

Light and Medium Qil Natural Gas Natural Gas Liguids
Gross™ Net® Gross' Net® Grosst Net™®
Reserves Category (Mbbls) (Mbbls} (Mmcf) (Mmcf) (Mbbis) (Mbbls)

PROVED"™
Proved Developed Producing'” — — — — — —
Proved Developed Non-Producing® 74 74 599 598 2 2
Proved Undeveloped'® — — — — — —
TOTAL PROVED 74 74 599 598 2 2
TOTAL PROBABLE™ 25 25 200 199 1 1
TOTAL PROVED PLUS PROBABLE 9 98 79 % 3 3

Net Present Values of Future Net Revenue Based on Constant Prices and Costs
BEFORE DEDUCTING INCOME TAXES DISCOUNTED AT

0% 5% 10% 15% 20%
Reserves Category ($000s) ($000s) ($000s) ($000s) ($000s)

PROVED™
Proved Developed Producing' — — — — —
Proved Developed Non-Producing® 5,042 4,284 3,678 3,189 2,790
Proved Undeveloped® — — — = =
TOTAL PROVED 5,042 4,284 3,678 3,189 2,790
TOTAL PROBABLE™ 1,694 1.249 238 718 559
TOTAL PROVED PLUS PROBABLE 6,736 5533 4,616 3,907 3,349

Notes:
(1)  Gross reserves includes the working interest reserves before deduction of royalties payable to others.




19

(2) Net reserves is gross reserves afler deducting royalties payable to others.

(3) “Proved” reserves are those teserves that can be estimated with a high degree of certainty to be recoverable. It is likely that the actual
remaining quantities recovered will exceed the estimated proved reserves.

() “Developed Producing” reserves are those reserves that are expected to be recovered from completion intervats open at the time of the
estimate. These reserves may be currently producing or, if shut-in, they must have previously been on production, and the date of
resumption of production must be known with reasonable certainty.

(5) “Developed Non-Producing” reserves are those reserves thal either have not been on production, or have previously been on production, but
are shut-in, and the date of resumption of production is unknown.

(6) “Undeveloped” Teserves are those reserves expected to be recovered from known accumulations where a significant expenditure (for
example, when compared to the cost of drilling a well} is required to render them capable of production.

(7) “Probable” reserves are those additional reserves that are less certain to be recovered than proved reserves. It is equally likely that the actual
remaining quantities recovered will be greater or less than the sum of the estimated proved plus probable reserves.

(8) Numbers may not add due to rounding.

Crude Oil and NGLs Constant Prices Used in Estimates

Natural Natural Gas Liquids
Crude O#l Gas Edmonton Reference Price (3/Bbl)
Natural
West Texas Edmonton Bow River at Field NGL Gasoline &
Intermediate Light Crude Hardisty Field Gate Propane Butane Mix Condensates
(U.S5.%/Bbl) ($/Bbl) (3/Bbl) ($/MMBtu)
61.05 67.06 49.66 5.93 36.80 4910  48.10 71.99
INDUSTRY CONDITIONS

The oil and natural gas industry is subject to extensive controls and regutations governing its operations
{including land tenure, exploration, devetopment, production, refining, transportation and marketing)
imposed by legislation enacted by various levels of government and, with respect to pricing and taxation of
oil and natural gas, by agreements among the Government of Canada and the Northwest Territories, all of
which should be carefully considered by investors in the oil and gas industry. It is not expected that any of
these controls or regulations will affect the operations of MGM Energy in a manner materially different
than they would affect other oil and gas companies of similar size. All current legislation is a matter of
public record and MGM Energy is unable to predict what additional legislation or amendments may be
enacted. OQutlined below are some of the principal aspects of legislation, regulations and agreements
governing the oil and gas industry in Canada.

Government Regulation

The oil and natural gas industry is subject to extensive controls and regulations imposed by various levels of
government. Regulatory approvals must be obtained before drilling wells or constructing facilities. Failure to
obtain such approvals on a timely basis could result in delays or abandonment of projects and increased costs.
Although it is not expected that any of these controls or regulations will affect the operations of MGM Energy in a
manner materially different than they would affect other Canadian oil and natural gas companies of similar size
exploring and operating in the Northwest Territories, these controls and regulations should be considered carefully
by those investing in the oil and gas industry. All current legislation is a matter of public record and MGM Energy
is unable to predict what additional legislation or amendments may be enacted.

Land Tenure & Production Rights Processes
Federal Crown Lands

Crude oil and natural gas located in the Northwest Territories is owned predominantly by the Government of
Canada. The federal government grants rights to explore for and produce oil and natural gas pursuant to licences
issued for varying terms and on varying conditions as set forth in federal legislation and by the parties themselves,
Such conditions may include, but are not limited to, obligations to drill wells or produce petroleum substances.
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Oil and natural gas rights in lands owned by the federal government within the Northwest Territories are initially
obtained by way of an Exploration Licence, EL’s are issued through a bid process and generally incorporate the
terms and conditions set out in the bid. EL’s may be issued for non-renewable terms of up to and including 9 years,
subject to extensions where the drilling of a well is in progress. Where the holder of an EL makes a significant
discovery, as determined by the NEB, they may apply for and be issued a “declaration of significant discovery”
from the NEB. Upon the issuance of the declaration of significant discovery, the holder of the EL may apply for
and be issued a significant discovery license (an “SDL") which will remain in effect for so long as the declaration
of significant discovery continues. The area covered by an SDL may vary in accordance with amendments to the
declaration of significant discovery. Both ELs and SDLs provide the holder with the right to explore for and the
exclusive right to drill and test for petroleum, the exclusive right to develop the lands in order to produce
petroleum and the exclusive right to obtain a production licence for the lands once a declaration of commercial
discovery has been made by the NEB.

Where a declaration of commercial discovery has been made by the NEB, the holder of the EL or SDL may then
apply for and shall be issued a production licence {*PL"), PLs are issued for a term of 25 years, subject to the
continuance of the certificate of commercial discovery, and are automatically extended for such time thereafter as
commercial production continues. PLs provide the same rights as ELs and SDLs along with the exclusive right to
produce petroleum and title to the petroleum so produced. Where commercial production has not commenced on
any portion of the commercial discovery area, an order may be issued requiring production from such portion or
else forfeiture of that portion from the commercial discovery area. The area covered by the PL may vary in
accordance with amendments to the commercial discovery area.

Concession Agreement Lands

Oil and natural gas located in the Northwest Territories can also be privately owned and rights to explore for and
produce such oil and natural gas are granted by leases and concession agreements on such terms and conditions as
may be negotiated between the parties themselves.

Pursuant to agreements made between First Nations and the Government of Canada, First Nations have been
granted title to certain lands in the Northwest Territories, in fee simple, including mines and minerals within, upon
or under such lands, As such, various Northwest Territories’ lands, which include lands associated with the
Spinout Assets, are now owned by First Nations organizations.

In order to obtain the right to explore and produce minerals within these lands, corporations enter into oil and gas
concession agreements with the owner (or its designated organization) of the lands. In particular, a portion of the
Spinout Assets are subject to concession agreements with First Nations organizations.

Generally, such concession agreements function similar to oil and gas leases, whereby the lessor, as the legal
owner, grants the lessee certain rights to explore for and produce oil and gas, subject to the specific terms of the
concession agreement,

Typically, upon entering into the concession agreement, the lessee is granted the right to explore and produce oil
and gas from the land, for an initial term, followed by potential renewable terms, All lease terms are subject to
various drilling and payment obligations, which if not satisfied by the lessee, may result in, without limitation, the
termination of certain rights, the surrendering of specific portions of the leased land, payment penalties and/or
termination of the agreement.

The grant to the lessee is also subject to the payment of rovalties to the lessor based on production from the leased
lands or revenues from production from the leased lands. Typically, the royalty procedure and calculation is
comparable to the Crown royalty calculation, stated below. More specifically, the royalty rates vary (most often
escalate} with the length of time a well or production unit has been producing. After a well or production unit has
been producing for a specified period of time, or in some instances at the time a well “pays out”, the royalty will
most often become fixed at a certain percentage, Furthermore, it is common for the lessor to have a right to acquire
a working interest in the leased lands, or a right to convert the royalty interest to a working interest in the
leased lands.

In addition, the lessee is often contractually obligated to consult with the lessor and associated First Nations
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representatives and to commit to community support incentives such as first consideration for employment,
training and business opportunities; support and utilization of local business; development of employment
opportunity procedures and development training plans etc.

Pricing and Marketing — Natural Gas

In Canada, the price of natural gas sold domestically and internationally is determined by negotiation between
buyers and sellers. Such price depends, in part, on natural gas quality, prices of competing natural gas and other
fuels, distance to market, access to downstream transportation, length of contract term, weather conditions, the
value of refined products and the supply/demand balance and other contractual terms. Natural gas exported from
Canada is subject to reguiation by the NEB and the Government of Canada. Exporters are free to negotiate prices
and other terms with purchasers, provided that the export contracts must continue to meetl certain criteria
prescribed by the NEB and the Government of Canada. Natural gas exports for a term of less than two years or for
a term of two to 20 years (in quantities of not more than 30 Mcf/d), must be made pursuant to an NEB order. Any
natural gas export to be made pursuant to a contract of longer duration (to a maximum of 25 years) or a larger
quantity requires an exporter to obtain an export licence from the NEB and the issue of such a licence requires the
approval of the Governor in Council.

Pricing and Marketing — Oil

In Canada, producers of oil negotiate sales contracts directly with oil purchasers, with the resuit that the market
determines the price of oil. The price depends in part on oil quality, prices of competing fuels, distance to market,
the value of refined products and the supply/demand balance and other contractual terms. Oil exports may be made
pursuant to export contracts with terms not exceeding one year in the case of light crude, and not exceeding two
years in the case of heavy crude, provided that an order approving any such export has been obtained from the
NEB. Any oil export to be made pursuant to a contract of longer duration {(to a maximum of 25 years) requires an
exporter to obtain an export licence from the NEB and the issue of such a licence requires the approval of the
Governor in Council of Canada,

Royalties and Incentives

The royalty regime is a significant factor in the profitability of oil and natural gas production. Royalties payable on
production from lands other than Crown lands, such as lands held privately in fee simple or lands held by First
Nations groups, are determined by negotiations between the mineral owner and the lessee. Crown royalties are
determined by government regulation and are generally calculated as a percentage of the value of the gross
production, and the rate of royalties payable generally depends in part on well productivity, geographical location,
production and marketing costs and the type or quality of the petroleum product produced. Additionally, other
royalties and royalty-like interests are occasionally carved out of the working interest owner’s interest through
non-public transactions. These are often referred to as overriding royalties, gross overriding royalties, net profits or
net carried interests.

Federal land in the Northwest Territories is categorized as “frontier lands” under the Canada Petroleum Resources
Act (Canada) (the “CPRA™). Pursuant to the CPRA, royalties on petroleum and natural gas production from
frontier lands are reserved for Canada’s federal government. There are no royalties payable directly to the
government of the Northwest Territories.

The calculation of federal Crown royalties on frontier lands is governed by the Frontier Lands Petroleum Rovalty
Regulations {Canada). Under these regulations, royalties are payable to the federal Crown once production from
project lands has commenced (which is the time at which the petroleum products become marketable). Royalties
are not payable during the pre-production period when activities such as exploration, testing, and drilling are being
conducted.

Prior to payout, (payout means the point where the cumulative adjusted gross revenues of the interest holder in
relation to the project exceeds the adjusted cumulative cost base of the interest holder in relation to the project)
royalties are payable on a graduated monthly basis. For the first 18 months afier production has commenced, 1% of
gross revenues are payable to the Crown; for the 19" to the 36" month after the commencement of production, 2%
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of gross revenues are payable to the Crown; for the 37" to 54" month after production has commenced, 3% of
gross revenues are payable to the Crown; for the 55" to the 72" month after production has commenced, 4% of
gross revenues are payable to the Crown; and from the 73 month afier production commences until payout has
been achieved, 5% of gross revenues are payable to the Crown. The capital remaining in the payout account
receives a capital cost allowance of the long-term Government of Canada bond rate plus 10% added annually to
the account.

Once payout has been achieved, royalties to the Crown continue to be paid on a monthly basis. The post-payout
Crown royalty payable will be the greater of thirty percent of net revenues ot five percent of gross revenues of
the project.

Royalties payable to the First Nations organizations under the Spinout Assets lands covered by the concession
agreements are similar to those payable to the Crown.

Environmental Regulation

The oil and natural gas industry is currently subject to environmental regulation pursuant to provingial, territorial
and federal legislation. Environmental legislation provides for restrictions and prohibitions on releases or
emissions of various substances produced or utilized in association with certain oil and natural gas industry
operations. In addition, legislation requires that well, pipeline and facility sites be abandoned and reclaimed to the
satisfaction of the applicable regulatory authority. A breach of such legislation may result in the imposition of fines
and penalties, the revocation of necessary licenses and authorizations and civil liability for pollution damage.

In the Northwest Territories, environmental compliance is governed by the Environmental Protection Act
{Northwest Territories) (the “EPA™), the Environmental Rights Act {Northwest Territories) (the “ERA™), the
Canadian Environmental Assessment Act (Canada) (the “CEAA™), the Canadian FEnvironmental Protection
Act, 1999 (Canada) (the “CEPA™) and the Canada Oil and Gas Operations Act {Canada) (the “COGOA™), all of
which impose certain environmental responsibilities on oil and natural gas operators and working interest holders
in the Northwest Territories and impose penalties for violations,

In 1994, the United Nations’ Framework Convention on Climate Change came into force and three years later led
to the Kyoto Protocol which requires participating countries, upon ratification, to reduce their emissions of carbon
dioxide and other greenhouse gases (“GHG”). Canada ratified the Kyoto Protocol in late 2002 and as a result is
obligated to set legally binding limits on GHG emissions. On October 19, 2006, the Canadian federal government
introduced into Parliament the Clean Air Act (“Bill C-30") and released its accompanying Notice of Intent to
Develop and Implement Regulations and Other Measures to Reduce Air Emissions, (the “Notice™). Bill C-30 and
the Notice are intended to reflect the Government’s “made in Canada™ approach to Canada’s Kyoto Protocol
obligations and reduce air pollutants and GHG emissions in Canada, Bill C-30 does not expressly include emission
reduction targets, However, the Notice provides for sector emission intensity based targets for GHGs to come into
effect by the end of 2010 and for long term GHG emission reduction targets to be met by 2050. The National
Round Table on the Environment and Economy is charged with advising the federal government of Canada on
these targets.

MGM Energy will be committed to meeting its responsibilities to protect the environment wherever MGM Energy
operates or holds working interests and anticipates making increased expenditures of both a capital and expense
nature as a result of increasingly stringent laws relating to the protection of the environment. MGM Energy will be
taking such steps as required to ensure compliance with the EPA, ERA, CEAA, CEPA, COGOA and Bill C-30,
should it become law. MGM Energy believes that it is reasonably likely that the trend in environmental Jegistation
and regulation will continue towards stricter standards and that this could lead to increased capital expenditures
and operating costs.

RISK FACTORS

The following is a summary of certain risk factors relating to the Corporation and the ownership of the
Corporation’s securities. These risk factors should be carefully considered.




23

Absence of Infrastructure to Transport the Corporation’s Production

Due to the location of the Spinout Assets, there is no infrastructure currently available to transport oil, natural gas
and NGLs from the Corporation’s existing and future wells to market. While the Mackenzie Valley pipeline and
related gathering system, which would enable the Corporation to transport its oil, natural gas and NGLs to matket
either with or without additional infrastructure being built by the Corporation, has been proposed and is currently
the subject of regulatory hearings, there is no guarantee that it will be completed on a timely basis or at all. The
Corporation’s ability to market its oil, natural gas and NGLs, and therefore receive payment for its production,
depends upon MGM Energy’s ability to transport its oil, natural gas and NGLs to market. [f the Corporation is
unable to transport its oil, natural gas and NGLs to market within a reasonable time, the value of its assets, and
therefore of the Common Shares, will be materially affected.

Exploration Risks

The exploration of the Corporation’s oil and gas properties involves a high degree of risk that no production wilt
be obtained or that the production obtained will be insufficient to recover drilling and completion costs, The costs
of drilling, completing and operating wells are uncertain to a degree. Cost overruns can adversely affect the
economics of the Corporation’s exploration programs and projects. In addition, the Corporation’s drilling plans
may be curtailed, delayed or cancelled as a result of numerous factors, including, among others, equipment
failures, weather or adverse climate conditions, shortages or delays in obtaining qualified personnel, shortages or
delays in the delivery of or access to equipment, necessary regulatory or other third party approvals and
compliance with regulatory requirements.

Wells to be Drilled by the Corporation are Very Costly

Wells to be drilled by the Corporation on the Spinout Assets an estimated to cost approximately $8 million to
$24 million per well, but may exceed that amount. Accordingly, if the Corporation is unsuccessful on a number of
wells, it may result in a material adverse affect on MGM Energy’s assets, prospects and financial condition.
Additionally, if the Corporation is not successful on the first few wells drilled on the MDF] Agreement lands,
MGM Energy may determine not to drill a total of five wells on these lands and, as a result, would not earn any
interest in these lands pursuant to the terms of the MDF)] Agreement.

Operational Matters

The ownership and operation of oil and natural gas wells, pipelines and facilities involves a number of operating
and natural hazards which may result in blowouts, environmental damage and other unexpected or dangerous
conditions resulting in damage to the Corporation’s properties and possible liability to third parties. The
Corporation intends to employ prudent risk management practices and maintain suitable liability insurance, where
available. The Corporation may become liable for damages arising from such events against which it cannot insure
or against which it may elect not to insure because of high premium costs or other reasons. Costs incurred to repair
such damage or pay such liabilities could have a material adverse effect on the Corporation, its operations and
financial condition.

Availabifity of Equipment and Qualified Personnel and Related Costs

Oil and natural gas exploration and development activities are dependent on the availability of drilling and related
equipment and qualified personnel in the particular areas where such activities will be conducted. Demand for such
limited equipment and qualified personnel may affect the availability of such equipment and qualified personnel to
MGM Energy and may delay the Corporation’s exploration and development activities. In addition, the costs of
qualified personnel and equipment in the area where the Spinout Assets are located are very high due to the
availability of, and demands for, such qualified personnel and equipment in the area.

Resource Estimates
The resource estimates in respect of certain of the Spinout Assets and the area in which the Spinout Assets are

located are only estimates and the ultimate resources may be significantly less than the estimates. Estimates of
resources depend in large part upon the reliabitity of available geological and engineering data. Geological and
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engineering data are used to determine the probability that a reservoir of oil and/or natural gas exists at a particular
location, and whether, and to the extent to which, such hydrocarbons are recoverable from the reservoir.

Insufficient Proceeds from Exercise of Warrants and Need for Additional Financings

MGM Energy requires the proceeds from the exercise of the Warrants, and will require additional financing, in
order to carry out its proposed exploration and development activities. The Corporation may not receive sufficient
proceeds from the exercise of the Warrants to carry out its exploration and development activities to the end of the
2007/2008 winter drilling season as currently anticipated. 1f insufficient proceeds are received from the exercise of
the Warrants, the Corporation will have to obtain additional financing earlier than anticipated. The Corporation
may not be able to obtain financing on terms acceptable to the Corporation or at all. Failure to obtain required
financing on a timely basis could cause the Corporation’s interest in its properties to be lost or reduced and may
have a material adverse effect on the Corporation’s operations and financial condition,

Volatility of Commadity Prices

Oil and natural gas prices fluctuate significantly in response to regicnal, national and global supply and demand
factors beyond the control of the Corporation. Political and economic developments around the world can affect
world oil and natural gas supply and prices. Any prolonged period of low oil and natural gas prices could result in
a decision by the Corporation to suspend or terminate exploration, as it may become uneconomic to explore for
and/or produce oil or natural gas at such prices.

Environmental Concerns

The oil and natural gas industry is subject to environmental regulations pursuant to local, provincial and federal
legistation. A breach of such legislation may result in the imposition of fines or other penalties. See “Industry
Conditions — Environmental Regulation”, Should the Corporation be unable to fully fund the cost of remedying
an environmental problem, MGM Energy might be required to suspend operations or enter into interim compliance
measures pending completion of the required remedy.

Seasonality and Climate

The Spinout Assets are only accessible when the ground is frozen. Accordingly, a mild winter may result in limited
access and, as a result, reduced operations or a cessation of operations.

In addition, the Spinout Assets are located in the far north of Canada where the climate can be very cold and harsh.
Extreme cold or other harsh weather such as blizzards can result in additional costs and delays to the Corporation’s
exploration programs.

No Operational History
The Corporaticn was only recently organized and has no history of operations.
Competition

There is strong competition relating to all aspects of the oil and natural gas industry. The Corporation will actively
compete for capital, skilled personne!, access to rigs and other equipment, access to processing facilities and
pipeline and refining capacity and in all other aspects of its operations with a substantial number of other
organizations, many of which will have greater technical and financial resources than the Corporation.

Potential Conflicts of Interest

Certain conflicts of interest could arise as a result of the relationship between Paramount and MGM Energy. Two
of the directors of MGM Energy are directors of Paramount, and one officer of the Corporation is also an officer of
Paramount. in addition, the Corporation will be dependent on Paramount for administrative, operating and other
services pursuant to the Services Agreement, The directors and officers of Paramount and the Corporation have
fiduciary duties to manage Paramount and the Corperation, respectively, in a manner beneficial to Paramount and
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MGM Energy, respectively. The duties of the directors and officers of Paramount and the Corporation may come
into conflict.

Current members of the Board of Directors are directors or officers of corporations which are in competition to the
interests of the Corporation. No assurances can be given that opportunities identified by such board members will
be provided to the Corporation.

PRINCIPAL SHAREHOLDERS

MGM Energy is authorized o issue an unlimited number of Common Shares. As at March 29, 2007, there were
35,226,834 Common Shares and 14,194,121 Longer Term Warrants issued and outstanding. Each Common Share
carries the right to one vote at any meeting of MGM Energy Shareholders. As at March 29, 2007, to the knowledge
of the directors and senior officers of MGM Energy, the only persons or companies who beneficially own, directly
or indirectly, or exercise control or direction over, Common Shares carrying more than 10% of the voting rights
attached to all issued and outstanding Common Shares (on a non-diluted basis) were:

Name Type of Ownership Number of Common Shares % of Common Shares
Paramount Resources Ltd. Legal/Beneficial 18,200,000 51.7%
Clayton H. Riddel™® Legal/Beneficial 8.221,710 23.3%
CDS & CoV Legal 7,463,528 21.2%

Notes:

(1) Beneficial ownership is not known o MGM Energy.
(2) The information as to beneficial ownership of the Common Shares not being within the knowledge of the Corporation has been fumnished by
Mr. Clayton H. Riddell.

DIRECTORS AND OFFICERS
The Corporation’s articles provide that the Corporation must have a minimum of three and a maximum of twelve
directors. The Corporation’s directors will be elected annually by the Corporation’s shareholders, with the Board of
Directors having the ability to appoint additional directors between annual meetings of shareholders in accordance
with the Corporation’s by-laws and the ABCA.,

Directors and Officers of the Corporation

As at December 31, 2006, the directors of the Corporation were Messrs. James H. T. Riddell, Charles E. Morin and
Bernard K. Lee. Pursuant to the Arrangement, the Board was reconstituted, as set forth below.

The name, municipality of residence, position and offices held with the Corporation and principal occupations for
the prior five years of each of the directors and senior officers of the Corporation are as follows:

Name and Municipality of Present Position(s) with Principal Occupation
Residence MGM Energy Director Since!" in Past Five Years
Clayton H. Riddell"*® Director and Chief January 11, 2007 Chief Executive Officer
Calgary, Alberta Executive Officer of Paramount.
James H. T. Riddell Executive Chairman October 31, 2006 President and Chief
Calgary, Alberta Operating Officer of

Paramount since June
2002; prior thereto held
various positions with
Paramount.
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Principal Occupation
in Past Five Years

Name and Municipality of Present Position(s) with

Residence MGM Energy Director Since'"

Henry W, Sykes™!"®
Calgary, Alberta

Bermard K. Lee!™8®

Calgary, Alberta

Gary L. Bunio''"

Calgary, Albera

Nancy F, Dilts"'?
Calgary, Alberta

Michael N. Chemo{f***¢®

Vancouver, British Columbia

Daryl H. Gilbert 5%
Calgary, Alberia

Robert B. Hodginst ¢
Calgary, Alberta

President and
Director

Chief Financial Oificer

Vice President and Chief
Operating Officer

Vice President, Legal &
Regulatory and Corporate
Secretary

Director

Director

Director

January 11, 2007

N/A

N/A

N/A

January 11, 2007

January 114, 2007

January 11, 2007

President of MGM
Energy since January 12,
2007, prior thereto, from
March 2001 to March
2006, President of
ConocoPhillips Canada.

Chief Financial Ofticer of
Paramount since 2003;
prior thereto, various
senior positions with
Alberta Energy Company
Ltd. and its successor
EnCana Corporation.

Vice President and Chief
Operating Officer of
MGM Energy since
January 11, 2007, prior
thereto Manager, Heavy
Oil and Sahtu
Development of
Paramount; prior thereto
various senior positions
with EnCana Corporation
and PanCanadian Energy
Corporation.

Vice President, Legal &
Regulatory and Corporate
Secretary of MGM
Energy since March 19,
2007; prior thereto, from
2002 to 2007, Vice
President General
Counsel of
ConocoPhillips Canada;
prior thereto, General
Counsel of Conoco
Canada.

Corporate Director

Corporate Director; prior
thereto, from 1994 to
2005, President and Chief
Executive Officer of
Gilbert Laustsen Jung,
Associates Ltd.

Corporate Director; prior
thereto. from 2002 to
2004, Chief Financial
Officer of Pengrowth
Energy Trust.
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Name and Municipality of Present Position(s) with Principal Occupation
Residence MGM Energy Director Since' in Past Five Years
Robert B. Peterson!***® Director January 11, 2007 Corporate Director
Aurora, Ontario
Robert R. Rooney?**® Director January 11. 2007 Corporate Director; prior
Calgary, Alberta thereto, until November

2005, partner with the law
firm of Bennett Jones
LLP,

Notes:

(1) All of the directors of the Corporation have been appointed to hold office until the next annual general meeting of shareholders or until their
successors are duly elected or appointed, unless their office was earlier vacated.

{2} Member of Audit Commiltce.

{3) Member of Compensation Committee,

{4) Member of Corporate Governance Commitiee,

{5) Member of Environmental, Health and Safety Committec.

{6) Independent Director,

{7y Appointed as Chief Financial Officer on October 31, 2006.

(8) Served as a director of the Corporation as at December 31, 2006. Pursuant to the Arrangement, Bernard K. Lee resigned as a director and
continued with MGM Energy as Chief Financial Officer.

{9) This individual also helds the same position with Paramount.

(10) Appointed as President as of January 12, 2007.

{11} Appointed as Vice President and Chief Operating Officer as at Janvary 11, 2007,

(12) Appointed as Vice President, Legal & Regulatory and Corporate Secretary as of March 19, 2007.

Committees of the Board of Directors

The Board of Directors has appointed an audit committee, a compensation committee, a corporate governance
committee and an environmental, health and safety committee, each consisting of three directors. The members of
each of the committees are comprised entirely of independent directors, other than the Compensation Committee
and the Corporate Governance Committee, which have a majority of independent directors. The Board of Directors
may from time to time establish additional committees. The mandates of each of the committees have been
established and are in compliance with applicable legal and regulatory requirements.

As at March 29, 2007, the directors and executive officers of the Corporation, as a group, beneficially own, directly
or indirectly, or exercise control or direction over, 8,779,347 Common Shares (approximately 24.9% of the issued
and outstanding Common Shares) and 7,377,285 Longer Term Warrants (approximately 52.0% of the outstanding
Longer Term Warrants). The information as to Common Shares and Longer Term Warrants beneficially owned, not
being within the knowledge of the Corporation, has been furnished by the respective individuals.

Conflicts of Inferest and Fiduciary Duties

Certain conflicts of interest could arise as a result of the relationship between Paramount and MGM Energy. Two of
the directors of MGM Energy are directors of Paramount, and one officer of MGM Energy is also an officer of
Paramount. In addition, MGM Energy will be dependent on Paramount for administrative, operating and other
services pursvant to the Services Agreement. The directors and officers of Paramount and MGM Energy have
fiduciary duties to manage Paramount and MGM Energy, respectively, in a manner beneficial to Paramount and
MGM Energy, respectively. The duties of the directors and officers of Paramount and MGM Energy may come into
conflict. Such conflicts will be resolved in accordance with the ABCA, where applicable. For more information
regarding Paramount’s refationship to MGM Energy, see “Services Agreement” and “Principal Shareholders™.

There are potential conflicts of interest to which the directors and officers of MGM Energy will be subject in
connection with the operations of MGM Energy. In particular, certain of the directors and officers of MGM Energy
are involved in director positions with other oil and gas companies whose operations may, from time to time, be in
direct competition with those of MGM Energy or with entities which may, from time to time, provide financing to,
or make equity investments in, competitors of MGM Energy.
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Certain directors of the Corporation are associated with other companies, including Paramount, which may give rise
to conflicts of interest. In accordance with the ABCA, directors who have an interest in a material contract or a
material transaction, whether made or proposed, with the Corporation are required, subject to certain exceptions, to
disclose the nature and extent of the interest. A director required to disclose such interest shall abstain from voting
on any reselution to approve the contract or transaction, except as otherwise permitted by the ABCA. In addition,
each director is required to act honestly and in good faith with a view to the best interests of the Corporation.

Certain directors of the Corporation have either other employment or other business or time restrictions placed on
them and accordingly, these directors of the Corporation will only be able to devote part of their time to the affairs
of the Corporation.

Cease Trade Orders or Bankruptcies

No director, officer or controlling sharehotder of the Corporation has or is, within the past ten years, been a director
or officer of any other issuer that, while that person was acting in that capacity:

(a) was the subject of a cease trade or similar order or an order that denied the issuer access to any
statutory exemptions under Canadian securities legislation for a period of more than 30
consecutive days;

(b) was subject to an event that resulted, after the director or executive officer ceased to be a director
or executive officer, in the issuer being the subject of a cease trade or similar order or an order that
denied the relevant issuer access to any exemption under Canadian securities legislation, for a
period of more than 30 consecutive days; or

{c) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or
was subject to or instituted any proceedings, arrangement or compromise with creditors, or had a
receiver, receiver manager or trustee appointed to hold its assets,

except that Mr. James H.T. Riddell was a director of Jurassic Oil and Gas Ltd. (*Jurassic”), a private oil and gas
company, within one year prior to such company becoming bankrupt; and except that Mr. Daryl H. Gilbert was a
director of Globel Direct Inc. when the company was subject to a cease trade order for 32 days for failure to file
financial statements in a timely manner. Jurassic’s bankruptcy was subsequently annulled.

Penalties or Sanctions

No director, officer or controlling shareholder of MGM Energy has been subject to any penalties ot sanctions
imposed by a court relating to Canadian securities legislation or by a Canadian securities regulatery authority or has
entered into a settlement agreement with a Canadian securities regulatory authority or been subject to any other
penalties or sanctions imposed by a court or regulatory body that would likely be considered important to a
reasonable investor in making an investment decision.

Personal Bankruptcies

No director, officer or controlling shareholder of MGM Energy, or a personal holding company of any such person
has, within the past ten years, become bankrupt, made a proposal under any legislation relating to bankruptcy or
insolvency, or was subject to or instituted any proceedings, arrangement or compromise with creditors, or had a
receiving manager or trustee appointed to hold such person’s assets.

SERVICES AGREEMENT

Paramount will, subject to the overall independence of MGM Energy, provide certain administrative, operational
and other services to MGM Energy. MGM Energy may from time to time retain other third parties to provide
administrative and operating services required by it or may cease to retain any third parties (including Paramount)
and provide all such services internally.
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In providing services to MGM Energy, Paramount will act honestly and in good faith and exercise that degree of
diligence and skill that a reasonably prudent contractor would exercise in comparable circumstances, Although
Paramount may delegate the performance of its duties and obligations to its affiliates or third parties, Paramount will
continue to be responsible for the performance of its obligations under the Services Agreement.

MGM Energy will pay Paramount its reasonable costs incurred in providing the services to MGM Energy plus 10%
of such costs.

In addition, under the Services Agreement Paramount will fund, on MGM Energy’s behalf, capital expenditures
related to the MDFI Agreement, if necessary, until such time as MGM Energy receives sufficient proceeds from the
exercise of the Warrants to reimburse Paramount in fiutl for all expenditures made by Paramount on behalf of MGM
Energy.

The Services Agreement will terminate on December 31, 2007, subject to an ability to extend, unless terminated by
either MGM Energy or Paramount on six months’ prior written notice. In addition, either MGM Energy or
Paramount may, by written notice, immediately terminate the Services Agreement in the event of (i) certain events
of insolvency, receivership, liquidation or the suspension of the usual business of the other party or (ii) a breach by
the other party in the performance of a material obligation under the Services Agreement (other than as a result of
the occurrence of a force majeure event) which is not remedied within 30 days of receipt of notice of such breach, or
when not reasonably capable of being remedied within 30 days, such party fails to take reasonable steps to remedy
such default and give reasonable assurances that such default will be remedied within a reasonable period of time.
MGM Energy may also, by written notice, immediately terminate the Services Agreement in the event of a direct or
indirect change of control of Paramount if the written consent of the directors of MGM Energy has not been
obtained prior to such change of control, provided that consent is not required for a change in the holdings of the
securities of Paramount.

AUDIT COMMITTEE INFORMATION

The purpose of the Corporation’s audit committee (the “Audit Committee™) is to provide assistance to the Board of
Directers in fulfilling its legal and fiduciary obligations with respect to matters involving the accounting, auditing,
financial reporting, internal control and legal compliance functions of the Corporation. [t is the objective of the audit
committee to maintain free and open communication among the Board of Directors, the external auditors and the
financial and senior management of the Corporation,

The full mandate of the Audit Committee of the Board of Directors is set forth in Schedule “A™ attached hereto.
Composition of the Audit Committee

The following table sets forth the name of each current member of the Audit Committee, whether such member is
independent, whether such member is financially literate and the relevant education and experience of such member.

Name Independent Financially Literate
Robert B. Hodgins Yes Yes
Robert R. Rooney Yes Yes

Daryl H. Gilbert Yes Yes
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Relevant Education and Experience

Mr. Robert B. Hodgins is an investor and corporate director. From 2002 to 2004, Mr. Hodgins served as the Chief
Financial Officer of Pengrowth Energy Trust. Prior to this, Mr. Hodgins was Vice President and Treasurer of
Canadian Pacific Limited and Chief Financial Officer of TransCanada Pipelines Limited from 1993 to 1998 and
held various other positions at TransCanada Pipelines Limited commencing in 1981. Mr. Hodgins is a director of
Fairborne Energy Ltd., AltaGas General Partnership Inc., Shiningbank Energy Ltd. and Enerflex Systems Income
Fund. Mr. Hodgins received his B.A. in Business from the Richard Ivey Schoo! of Business at the University of
Western Ontario and is a Chartered Accountant.

Mr. Robert R. Rooney is a director of several public and private corporations, including Cordero Energy Inc.,
Temple Energy Inc., Ferus Trust, Engineered Drilling Solutions Inc. He was previously a director of Resolute
Energy Inc., Blizzard Energy Inc. and Zenas Energy Corp. Until November 2005, Mr. Rooney was a partner with
Bennett Jones LLP where he was a member of the Executive Committee and led the firm’s Energy and MNatural
Resources practice group. Mr. Rooney received his LL.B. from the University of Western Ontario and is a member
of the Law Society of Alberta,

Mr. Dary! H. Gilbert is an investor and corporate director. [n 1979, Mr, Gilbert joined an oil and gas engineering and
geophysical firm which became Gilbert Laustsen Jung Associates Ltd. From 1994 to 2005, Mr. Gilbert served as
President and Chief Executive Officer of Gilbert Laustsen Jung Associates Ltd. Prior to this, Mr. Gitbert held
positions with Great Northern Qil Ltd. and the Alberta Energy Resources Conservation Board. Mr., Gilbert is a
director of Globel Direct Inc., AltaGas Income Trust, Kereco Energy Ltd., Canetic Energy Trust, Nexstar Energy
Ltd. and Zedi Solutions [nc. Mr. Gilbert received a B.Sc. in Civil Engineering from the University of Manitoba and
is a member of the Association of Petroleum Engineers, Geologists and Geophysicists of Alberta, the Canadian
Institute of Mining and Metallurgy and the Society of Petroleum Evaluation Engineers.

External Auditor Service Fees

The external auditors of the Corporation are Ernst & Young LLP, Chartered Accountants, Calgary, Alberta. Emnst &
Young LLP have been MGM Energy’s external auditors since January 11, 2007.

No audit or other fees, audit related or otherwise, were billed by Ernst & Young LLP during the financial year ended
December 31, 2006,

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

Corporate governance relates to the activities of the Board of Directors and the structures, traditions and processes
of leadership and stewardship that assign power, define roles and responsibilities governing communications with
MGM Energy Shareholders, and ensure accountability.

The Board of Directors recognizes that effective corporate governance is critical to the continued and long-term
success of MGM Energy. MGM Energy has established its governance practices appropriate for its size and stage of
development under the guidance of the Corporate Governance Committee and will continue to update and modify
such practices from time to time. The Corporate Governance Committee is currently comprised of Messrs, Clayton
H. Riddell, Robert B. Hodgins and Robert R. Rooney. MGM Energy is of the view that its general approach 1o
corporate governance is appropriate and consistent with the objectives required by applicable law and, in particular,
National Instrument 58-101 Disclosure of Corporate Governance Practices (“N1 58-101") and National Policy 58-
201 Corporate Governance Guidelines. Under N1 58-101, the Corporation is required to disclose certain
information relating to its corporate governance practices. A description of MGM Energy’s governance practices
and policies with reference to the items set forth in NI 58-101 is attached hereto as Schedule “B”. Further, the
Board’s mandate is set out in Schedule “C” to this Annuat [nformation Form,

DIVIDENDS
MGM Energy has not declared nor paid any dividends on any Common Shares since incorporation, and does not

foresee the declaration or payment of any dividends on the Common Shares in the near future. Any decision to pay
dividends on the Common Shares will be made by the Board of Directors on the basis of MGM Energy’s eamings,
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financial requirements and other conditions existing at such future time and which the Board of Directors consider
appropriate in the circumstances.

DESCRIPTION OF CAPITAL STRUCTURE

The following is a summary of the rights, privileges, restrictions and conditions attached to the Common Shares, the
Class A Preferred Shares, Preferred Shares and the Warrant Units. The Corporation is authorized to issue an
unlimited number of Common Shares, 18.2 million Class A Preferred Shares and an unlimited number of Preferred
Shares, issuable in series.

Common Shares

MGM Energy is authorized to issue an unlimited number of Common Shares. The holders of the Common Shares
are entitled to receive dividends if, as and when declared by the Board of Directors, in such amounts as the Board of
Directors may determine. Holders of Common Shares are entitled to receive dividends exclusive of any other shares
of the Corporation. The holders of the Common Shares are entitled to receive notice of and to attend all meetings of
the shareholders of the Corporation and to one vote in respect of each Common Share at all such meetings, except
meetings at which only holders of another specified class or series of shares of the Corporation are entitled to vote
separately as a class or series at such meeting. In the event of liquidation, dissolution or winding-up of the
Corporation or any other distribution of assets of the Corporation among its shareholders for the purpose of winding-
up its affairs, the holders of the Common Shares are entitted, subject to preferences accorded to holders of any class
or series of preferred shares of the Corporation and any shares ranking senior to the Common Shares, to receive the
remaining property of the Corporation.

Class A Preferred Shares

The Corporation is authorized to issue and has issued 18.2 million Class A Preferred Shares. The holders of the
Class A Preferred Shares are entitled to receive notice of and to attend all meetings of the shareholders of the
Corporation to one vote in respect of each Class A Preferred Share at such meetings, except meetings at which only
holders of another specified class or series of shares of the Corporation are entitled to vote separately as a class or
series at such meeting. The holders of Class A Preferred Shares are entitled to a fixed preferential cumulative
dividend at the rate of 5% of the stated issue price of such shares commencing October 1, 2007. En the event of
liquidation, dissolution or winding-up of MGM Energy or any other distribution of assets of the Corporation among
its shareholders for the purpose of winding-up its affairs, the holders of Class A Preferred Shares will be entitled to
receive $5.00 per share plus accrued and unpaid dividends in priority to any payments to the helders of Common
Shares. The Class A Preferred Shares are convertible at any time, at the option of the holder, into Common Shares
on a one-for-one basis. The Class A Preferred Shares were automatically converted into Common Shares on a one-
for-one basis on February 16, 2007 as the Corporation had received $60 million in proceeds from the issuance of
Common Shares.

On February 16, 2007, all Class A Preferred Shares were converted into Common Shares on a one-for-one basis.
Preferred Shares

Subject to filing articles of amendment, the Corporation is authorized to issue an unlimited number of Preferred
Shares, issuable in one or more series. The Board of Directors may determine the designation, rights, privileges,
restrictions and conditions attached to each series of Preferred Shares before the issue of such series. The Preferred
Shares are entitled to a preference over Common Shares and any other shares ranking junior to the Preferred Shares
with respect to the payment of dividends and the distribution of assets of the Corporation in the event of liquidation,
dissolution or winding-up of the Corporation,

Warrant Units

The Corporation was authorized to issue Warrant Units pursuant to the Warrant Indenture. Five Warrant Units were
issued for every 25 Paramount Shares held by the shareholders of Paramount, pursuant to the Arrangement. Each
Warrant Unit consisted of one Short Term Warrant and one Longer Term Warrant. Each Short Term Warrant and
Longer Term Warrant entitles or entitled, as the case may be, the holder to purchase one Common Share or one




32

Flow-Through Share as described below. Each Longer Term Warrant is not exercisable nor separable from the
corresponding Short Term Warrant included in the Warrant Unit, unless the corresponding Short Term Warrant was
exercised in accordance with the Warrant Indenture. The Warrant Units were issued under the Warrant Indenture.

Each Short Term Warrant entitled the holder thereof to acquire, at the holder’s option: (i) cne Common Share at a
price of $5.00 per share; or (ii) one Flow-Through Share at a price of $6.25 per share. The Short Term Warrants
were exercisable until February 16, 2007. Of the 14,163,365 Short Term Warrants issued, 13,824,141 Shoit Term
Warrants were exercised resulting in proceeds to MGM Energy of $76,503,867 and the issuance by MGM Energy of
5,906,530 Flow-Through Shares and 7,917,611 Common Shares. As a result of the exercise of the Short Term
Warrants, 13,824,141 Longer Term Warrants were separated from the corresponding Short Term Warrants and are
exercisable until 4:30 p.m. {(Calgary time) on September 30, 2007.

In conjunction with the exercise of the Short Term Warrants, MGM Energy also completed a private placement to
certain of its directors of 160,000 Flow-Through Shares and 210,000 Common Shares, each accompanied by one
Longer Term Warrant for proceeds of $2.05 million. The private placement, which provides MGM Energy with
additional working capital, was completed at the same price per share as the price payable by holders of the Short
Term Warrants (i.e. $6.25 for Flow-Through Shares and $5.00 for Common Shares).

On March 14, 2007, 20 Longer Term Warrants were exercised into Common Shares. As a result of the exercise of
the Short Term Warrants and a portion of the Longer Term Warrants, the private placement and conversion of the
Class A Preferred Shares, MGM Energy currently has 35,226,834 Common Shares, 14,194,121 Longer Term
Warrants and no Preferred Shares issued and outstanding.

Each Longer Term Warrant entitles the holder thereof to acquire, at the holder’s option: (i) one Common Share at a
price of $6.00; or {ii) one Flow-Through Share at a price of $7.50. The Longer Term Warrants will expire at
4:30 p.m. (Calgary time} on September 30, 2007.

The Warrant Indenture provides for adjustments in the number of Common Shares issuable upon the exercise of the
Warrant Units and/or the exercise price per Common Share upon the occurrence of certain events, [n event that the
Corporation takes any other action affecting the Common Shares or Flow-Through Shares, which in the opinion of
the Board of Directors would have a material adverse effect on the rights of the holders of the Warrant Units, the
exercise price and/or the number and/or kind of Common Shares or Flow-Through Shares purchasable upon
exercise, adjustments will be made in such manner, if any, and at such time, by the Board of Directors, subject to the
prior consent of the TSX or other stock exchange, if applicable. [n addition, Computershare, as trustee under the
Warrant Indenture, may at its own discretion or upon written request of the Corporation or holders of Warrant Units
convene a meeting of the holders of the Warrant Units.

The Longer Term Warrants delivered upon the exercise of the Short Term Warrants may only be offered, sold or
otherwise transferred pursuant to an exemption from the registration requirements of the 1933 Act and applicable
state securities laws, The Warrants may be exercised only by a holder who represents that, at the time of exercise,
the holder is not then located in the United States, is not a U.S. Person, and is not exercising the Warrant Units for
the account or benefit of a U.S., Person or a person in the United States, unless the holder provides a legal opinion or
other evidence reasonably satisfactory to the Corporation to the effect that the exercise of the Warrant Units does not
require registration under the 1933 Act or state securities laws.

MARKET FOR THE CORPORATION’S SECURITIES

On January 17, 2007, the Common Shares and Warrant Units were listed and posted for trading on the TSX under
the trading symbols “MGX” and “MGX. WT.A", respectively. The Warrant Units ceased being traded after February
16, 2007 when the Short Term Warrants expired and the Longer Term Warrants were separated. The Longer Term
Warrants commenced trading on the TSX under the symbol “MGX.WT.B” on March 2, 2007. The following table
sets forth the market price ranges and the aggregate volume of trading of the Common Shares, Warrant Units and
Longer Term Warrants price range on the TSX for the periods indicated:
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Share Price Trading Range

Trading

For the 2007 Period Ended High Low Close Volume
(8 per share}
Common Shares
January (January 17-31}) 6.80 5.00 6.17 857,741
February 6.25 5.25 545 1,403,299
March (until March 29) 5.60 4.00 4.44 1,681,574
Warrant Units
January (January 17-31) 2.75 0.56 1.85 1,654,067
February (until February 16) 2.00 0.50 0.65 2,391,330
Longer Term Warrants
March (March 2 - 29) 0.50 0.25 0.25 341,388
PRIOR ISSUANCES

MGM Energy issued one Common Share to Paramount in connection with the incorporation of the Corporation,
which share was cancelled under the Arrangement. As at the March 29, 2007, MGM Energy currently has
35,226,834 Common Shares, 14,194,121 Longer Term Warrants and no Preferred Shares issued and outstanding.
Since incorporation, MGM Energy has issued the following securities:

Price Per Number of
Date Type of Security Method of Issuance Share Shares
October 31, 2006 Common Shares Issued on Incorporation $5.00 1
January 12, 2007 Common Shares Issued under the N/A 2,832,673
Arrangement
January 12, 2007 Class A Preferred Issued under the $5.00 18,200,000
Shares Arrangement
January 12, 2007% Warrant Units Issued under the N/A 14,163,365
Arrangement
January 12, 2007 Stock Options Grant of Options $5.00 1,248,000
February 16, 2007 Common Shares Exercise of Short Term $6.25 5,906,530
issued on a flow- Warrants
through basis
February 16, 2007 Common Shares Exercise of Short Term $5.00 7917611
Warrants
February 16, 2007 Common Shares Conversion of Class A N/A 18,200,000
Preferred Shares
February 16, 20079 Common Shares Private Placement $6.25 160,000

issued on a flow-
through basis

February 16, 2007 Common Shares Private Placement $5.00 210,000
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February 16, 2007'" Longer Term Private Placement N/A 370,000
Warrants
March 14,2007 Common Shares Exercise of Longer Term $6.00 20
Warrants
March 19, 2007 Stock Options Grant of Options $4.60 100,000
Notes:

(1) Pursuant to the Arrangement, the initial Common Share issued upon incorporation was cancelled.

{2) Pursuant to the Arrangement, 14,163,365 Warrant Units were issued. Fach Warrant Unit consists of one Short Term Warrant and one
Longer Term Warrant.

{3) As at February 16, 2007, an aggregate of 13,824,141 Short Term Warrants were exercised resulting in the issuance of 7,917,611 Common
Shares and 5,906,530 Flow-Through Shares. As at the date thercof, as a result of the exercise of the Short Term Warrants, 13,824,141
Longer Term Warrants were separated from the Short Term Warrants and are exercisable until September 30, 2007.

(4) On February 16, 2007, an aggregate of 370,000 Common Shares and Flow-Through Shares together with 370,000 Longer Term Warrants
were issued to certain directors of MGM Energy under a private placement.

(5} On January 12, 2007, MGM Energy established its Stock Option Plan and granted stock options te certain directors, officers and employees
of MGM Energy.

AUDITORS, REGISTRAR AND TRANSFER AGENT

The auditors of MGM Energy are Emst & Young LLP, Chartered Accountants, Calgary, Alberta who were
appointed on January 11, 2007.

The registrar and transfer agent for the Common Shares is Computershare Trusi Company of Canada, at its principal
offices in Calgary, Alberta and Toronto, Ontario.

LEGAL PROCEEDINGS

MGM Energy is not aware of any legal proceedings against it or any of its properties, nor are any such proceedings
known by the Corporation to be contemplated.

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
Other than as disclosed herein, there are no material interests, direct or indirect, of the directors or executive officers
of MGM Energy, any person or company that is the direct or indirect beneficial owner of, or who exercises control

or direction over, more than 10% of the outstanding Common Shares or any known associate or affiliate of such
persons, in any transaction since its inception that has materially affected or will materially affect the Corporation.

Paramount will provide administrative, operating and other services to MGM Energy pursuant to the Services
Agreement, in respect of which it will receive its costs in providing such services plus 10% of such costs. See
“Services Agreement”.

MATERIAL CONTRACTS
MGM Energy did not enter into any material contracts during its last financial year. The only material contracts
entered into by MGM Energy since incorporation, other than contracts in the ordinary course of business, are the
following contracts entered into on January 12, 2007:
1. the Warrant Indenture referred to under *Description of Share Capital — Warrant Units™;

2. the MDFI Agreement referred to under “Qil and Natural Gas Properties — Spinout Assets™;

3. the MDFI1 Assignment Agreement referred to under “Oils and Natural Gas Properties — Spinout Assets™;
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4, the Ancillary Asset Transfer Agreement referred to under *Oil and Gas Reserves Data — Ancillary Asset”;

3. the Spinout Assets Transfer Agreement referred to under “Oil and Natural Gas Properties — Spinout
Assets”; and

6. the Services Agreement referred to under “Services Agreement”.

INTERESTS OF EXPERTS
Emst & Young LLP, Chartered Accountants, are the Corporation’s auditors and have audited the financial
statements of the Corporation for the year ended December 31, 2006, McDaniel, an independent qualified resources
evaluator prepared the McDaniel Reports.

Ernst & Young LLP is independent in accordance with the Rules of Professional Conduct as outlined by the Institute
of Chartered Accountants of Alberta.

As at March 29, 2007, McDaniel, as a group, owns less than 1% of the outstanding Common Shares.
ADDITIONAL INFORMATION
Additional information relating to MGM Energy is available on SEDAR at www.sedar.com and on the

Corporation’s website at www.mgmenergy.com. Additional financial information is contained in the Corperation’s
financial statements for the year ended December 31, 2006.
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SCHEDULE “A”
AUDIT COMMITTEE CHARTER
(Adopied by the Board of Directors on March 29, 2007}
PURPOSE

The overall purpose of the Audit Committee (the “Commitiee™) is to oversee the Corporation’s

management in the design and implementation of an effective system of internal financial controls and disclosure
contrals and procedures, to review and report on the integrity of the consolidated financial statements of the
Corporation, to review the Corporation’s compliance with regulatory and statutory requirements as they relate to
financial statements, taxation matters and disclosure of material facts and to review the Corporation’s externally
disclosed oil and gas reserves estimates including reviewing the qualifications of, and procedures used by, the
independent engineering firm responsible for evaluating the Corporation’s reserves.

B.

1.

COMPOSITION, PROCEDURES AND ORGANIZATION

The Committee shall consist of at least three members of the Board of Directors (the “Board™), all of whom
shall be “independent”, as that term is defined in Sections 1.4 and 1.5 of Multilateral lnstrument 52-110
Audit Commitrees' and who meet the requirements of Section 3.5(1) of National lnstrument 51-101
Standards of Disclosure for Oil and Gas Activities®.

All of the members of the Committee shall be “financially literate” (i.e. able to read and understand a set of
financial statements that present a breadth and level of complexity of accounting issues that are generally
comparable to the breadth and complexity of the issuer that can be reascnably expected to be raised by the
issuer’s financial statements).

The Board shall appoint the members of the Committee. The Board may at any time remove or replace any
member of the Committee and may fill any vacancy in the Committee.

Unless the Board shall have appointed a chair of the Committee, the members of the Committee shall elect
a chair from among their members.

The Corporate Secretary of the Corporation shall be the secretary of the Committee, unless otherwise
determined by the Committee.

The quorum for meetings shall be a majority of the members of the Committee, present in person or by
telephone or other telecommunication device that permits all persons participating in the meeting to speak
and to hear each other,

The Committee shall have access to such officers and employees of the Corporation and to the
Corporation’s external auditors, and to such information respecting the Corporation, as it considers
necessary or advisable in order to perform its duties and responsibilities.

Meetings of the Committee shall be conducted as follows:
(a) the Committee shall meet at least four times annually at such times and at such locations as may
be requested by the chair of the Committee. The external auditors or any member of the

Committee may request a meeting of the Committee;

(b} the external auditors shall receive netice of and have the right to attend all meetings of the
Committee;




(c) the following management representatives shall be invited to attend all meetings, except executive
sessions and private sessions with the external auditors:

Chief Executive Officer
President

Chief Financial Officer
Controfler

Corporate Secretary

(d) other management representatives shall be invited to attend as necessary; and
{e) the Committee shall hold an in camera session for committee members only at each of its
meetings.

The external auditors shall report directly to the Committee and the external auditors and internal auditors
(if any) shall have a direct line of communication to the Committee through its chair and may bypass
management if deemed necessary. The Committee, through its chair, may contact directly any employee in
the Corporation as it deems necessary, and any employee may bring before the Committee any matter
involving questionable, illegal or improper financial practices or transactions.

The Committee may retain, at the Corporation’s expense, special legal, accounting or other consultants or
experts it deems necessary in the performance of its duties and may set and pay the compensation for any
advisor so engaged. The Committee will notify the Chairman of the Corporate Governance Committee
whenever independent consultants are engaged.

ROLES AND RESPONSIBILITIES
The overall duties and responsibilities of the Committee shall be as follows:

(a) to assist the Board in the discharge of its responsibilities relating to the Corporation’s accounting
principles, reporting practices and internal controls and its approval for release to shareholders of
the Corporation’s annual and quarterly consolidated financial statements and management’s
discussion and analysis;

{b) to establish and maintain a direct line of communication with the Corporation’s internal (if any)
and external auditors and assess their performance;

{c) to periodically review management’s design, implementation and maintenance of an effective
system of internal financial controls and disclosure controls and procedures;

(d) to periodically review the audit and non-audit services pre-approval policy and recommend to the
Board any changes which the Committee deems appropriate;

(e} to periodically consider whether there is a need to outsource internal audit functions or create an
internal audit department;

f) to assist the Board in the discharge of its responsibilities relating to the evaluation and disclosure
of its oil and gas reserves and oil and gas activities and the approval and filing of all necessary
statements and reports related thereto;

{g) to receive and review complaints received pursuant to the Corporation’s Whistleblower Policy and
oversee and provide direction on the investigation and resolution of such concems and to
periodically review the said policy and recommend to the Board changes which the Committee
may deem appropriate;




(b}
()

0

to report regularly to the Board on the fulfilment of its duties and responsibilities;

to identify and monitor the management of the principal risks that could impact the financial
reporting of the Corporation; and

to review and approve the Corporation’s hiring policies regarding partnerts, employees and former
partners and employees of the present and former external auditors of the Cotporation.

The duties and responsibilities of the Committee as they relate to the external auditors shall be as follows:

()

(b)

(c)

(d)
(e)

(f)

(g)

(h)

to be directly responsibte for overseeing the work of the external auditors engaged for the purpose
of preparing or issuing an auditor’s report or performing other audit, review or attest services for
the Corporation, including the resolution of disagreements between management and the external
auditors regarding financial reporting;

to recommend to the Board a firm of external auditors to be nominated for appointment by the
shareholders of the Corporation, and to monitor and verify the independence of such external
auditors;

to review and approve the fee, scope and timing of the audit and other related services rendered by
the external auditors;

review the audit plan of the external auditors prior to the commencement of the audit;
to review with the external auditors, upon completion of their audit:

(i) contents of their repornt;

(ii) scope and quality of the audit work performed;

(iii) adequacy of the Corporation’s financial and auditing personnel;

(iv) co-operation received from the Corporation’s personnel during the audit;
(v) internal resources used;
(vi) significant transactions outside of the normal business of the Corporation;

(vii) significant proposed adjustments and recommendations for improving internal accounting
controls, accounting principles or management systems; and

(viii)  the non-audit services provided by the external auditors, as pre-approved pursuant to the
audit and non-audit services pre-approval policy;

to discuss with the external auditors the quality and not just the acceptability of the Corporation’s
accounting principles;

to review any unresolved issues between management and the external auditors that could affect
the financial reporting or internal controls of the Corporation; and

to implement structures and procedures to ensure that the Committee meets the external auditors
on a regular basis in the absence of management.
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The duties and responsibilities of the Committee as they relate to the internal control procedures of the
Corporation are to:

(a)

(b)

(<)

review the appropriateness and effectiveness of the Corporation’s policies and business practices
which impact on the financial integrity of the Corporation, including those refating to insurance,
accounting, information services and systems and financial controls, management reporting and
risk management;

review compliance under the Corporation’s Code of Business Conduct Policy with those matters
addressed in the policy which affect the financial integrity of the Corporation and to periodically
review this policy and recommend to the Board changes which the Committee may deem
appropriate; and

periodically review the Corporation’s financial and auditing procedures and the extent to which
recommendations made by the internal accounting staff or by the external auditors have been
implemented.

The Committee is also charged with the responsibility to:

(a)

(b)

(c)

review and recommend to the Board for its approval, the Corporation’s annual financial
statemnents, management's discussion and analysis, annual information form and annual earnings
press releases before the Corporation publicly discloses this information;

review and approve the Corporation’s interim financial statements, interim imanagement’s
discussion and analysis including the impact of unusual items and changes in accounting
principles and estimates and report to the Board with respect thereto and interim earnings press
releases before the Corporation publicly discloses this information;

review and approve the financial sections of:

6] the annual report to shareholders;
(ii) the annual information form;
(iii} prospectuses;

(iv) other public reports requiring approval by the Board; and

v) press releases related thereto,

and report to the Board with respect thereto;

(d)

(e)

(f)
(g)

review regulatory filings and decisions as they relate to the Corporation’s consolidated financial
statements;

review the appropriateness of the policies and procedures used in the preparation of the
Corporation’s consolidated financial statements and other required disclosure documents, and
consider recommendations for any material change to such policies,;

review the minutes of any audit committee meeting of subsidiary companies;
review with management, the external auditors and, if necessary, with legal counsel, any litigation,
claim or other contingency, including tax assessments that could have a material effect upon the

financial position or operating results of the Corporation and the manner in which such matters
have been disclosed in the consolidated financial statements;
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(h review the Corporation’s compliance with regulatory and statutory requirements as they relate to
financial statements, tax matters and disclosure of material facts; and

(i) develop a calendar of activities to be undertaken by the Committee for each ensuing year related to
the Committee’s duties and responsibilities as set forth in this Charter and to submit the calendar
in the appropriate format to the Board of Directors within a reasonable period of time following
each annual general meeting of shareholders.

The duties and responsibilities of the Committee as they relate to the Corporation’s oil and gas reserves
estimates are to:

(a) review, with reasonable frequency, the Corporation’s procedures relating to the disclosure of
information with respect to oil and gas activities, including its procedutes for complying with the
disclosure requirements and restrictions of all applicable laws, rules, regulations and policies
including National Instrument 51-101 and amendments thereto;

(b) review the appointment of the independent engineering firm responsible for evaluating the
Corporation’s reserves, and in the case of any proposed change in such appointment, determine the
reasons for the proposal and whether there have been disputes between the appointed reserves
evaluator and Management of the Corporation;

(c) review, with reasonable frequency, the Corporation’s procedures for providing information to the
reserves evaluator;

(d) before approving the filing of reserves data and the report of the reserves evaluator as required
under all applicable laws, rules, regulations and policies including National [nstrument 51-101 and
amendments therete, meet with Management and the reserves evaluator to:

(i) determine whether any restrictions affect the ability of the reserves evaluator to report on
reserves data without reservation, and

(ii) review the reserves data and the report of the reserves evaluator

(iii) review, discuss with and make recommendations to the Board with respect to:
(iv) approving the content and filing of the reserves statement;

v the filing of the report of the reserves evaluator; and

{vi) the content and filing of the report of Management and Directors;

as required or specified under all applicable laws, rules, regulations and policies including
Naticnal Instrument 51-101 and amendments thereto.

While the Committee has the responsibilities, duties and authorities herein, it is not required to plan or
conduct audits or to determine that the Corporation’s financial statements and disclosures are complete and
accurate or are in accordance with generally accepted accounting principles and applicable rules and
regulations, These are the responsibilities of management and the external auditors and reserves
evaluators. The Committee, its Chair and any of its members who have reserves evaluation, accounting or
related financial management experience or expertise, are members of the Board, appointed to the
Committee to provide broad oversight of the financial disclosure, financial risk and control related
activities of the Corporation, and are specifically not accountable nor responsible for the day to day
operation of such activities. Although designation of a member or members as being “financially literate”
or a “financial expert” is based on each such individual’s education and experience, which that individual
will bring to bear in carrying out his or her duties on the Committee, designation as being “financially
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literate™ or a “financial expert” does not impose on such person any duties, obligations or liability that are
greater than the duties, obligations and liability imposed on such person as a member of the Committee and
Board in the absence of such designation. Rather, the role of any financially literate individual or financial
expert, like the role of all Committee members, is to oversee the process and not to certify or guarantee the
internal or external audit of the Corporation’s financial information or public disclosure.

Absent actual knowledge to the contrary (which shall be promptly reported to the Board), each member of
the Committee shall be entitled to rely on (i) the integrity of those persons or organizations within and
outside the Corporation from which it receives information, (ii) the accuracy of the information provided to
the Committee by such persons or organizations, and (iii) representations made by management of the
Corporation, the externa) auditors of the Corporation, the external reserves evaluation of the Corporation,
independent counsel, and other advisors and experts to the Corporation and its subsidiaries.

ANNUAL REVIEW AND ASSESSMENT

The Committee shall conduct an annual review and assessment of its performance, including compliance

with this Charter and its role, duties and responsibilities, and submit such report to the Board of Directors.

n

Py

(3

Meaning of Independence
An audit committee member is independent if he or she has no direct or indirect material relationship with the issuer,

For the purposes of subsection (1), 2 *material relationship” means a relationship which could, in the view of the issuer’s board of
directors, be reasonably expected to interfere with the exercise of a member’s independent judgement.

Despite subsection (2}, the following individuals are considered to have a material relationship with an issuer:

(a) an individual whe is, or has been within the last three years, an employee or executive officer of the issuer:
{b) an individual whose immediate family member is, or has been within the last three years, an executive ofTicer of the issuer;
{c) an individual who;

(i) is, a partner of a firm that is the issuer’s internal or external auditor,

(ii) is an employee of that firm; or

(iii) was within the last three years a pariner or employee of that firm and personally werked on the issuer’s audit

within that time.

(d) an individuat whose spouse, minor child or stepehild, or child or stepchild who shares a home with the individual:
(1) is a partner of the firm that is the issuer’s internal or external auditor,
(i) is an‘employee of that firm and participates in its audit, assurance or tax compliance (but not tax planning}
practice; or
(iii) was within the last three years a partner or employee of that firm and personally worked on the issuer’s audit

within that time;

(e) an individual who, or whose immediate family member, is or has been within the last three vears, an executive officer of an
entity if any of the issuer’s current executive officers serves ar served at the same time on the entity’s compensation
committee; and

13 an individua! who received, or whose immediate family member who is employed as an executive officer of the issuer
received, morg than $75,000 in direct compensation from the issuer during any 12 month period within the last three years.
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(5)

(6

(N

(8)

N

Despite subsection (3), an individual will not be considered 1o have a material relationship with the issuer solety because:

(a) he or she had a relationship identified in subsection (3) if that relationship ended before March 30, 2004; or
(b) he or she had a relationship identified in subsection (3) by virtue of subsection (8) if that relationship ended before June 30,
2005.

For the purposes of clauses (3)(c) and (3)(d), a partner does not include a fixed income paniner whose interest in the firm that is the
itternal or external auditor is limited to the receipt of fixed amounts of compensation {including deferred compensation) for prior
service with that firm if the compensation is not contingent in any way on continued service,

For the purposes of clause (3X[), direct compensation does not include:
(a) remuneration for acting as a member of the board of directors or of any board committee of the issuer; and

(b) the receipt of fixed amounts of compensation under a retirement plan (including deferred compensation) for prior service
with the issuer if the compensation is not contingent in any way on continued service.

Despite subsection (3) an individual will not be considered to have a material relationship with the issuer solely because the individual
or his or her immediate family member; (a) has previously acted as an interim chief executive officer of the issuer; or (b) acts, or has
previously acted, as a chair or vice-chair of the board of directers or of any board committee of the issuer on a part-time basis.

For the purpose of section 1.4, an issuer includes a subsidiary entity of the issuer and a parent of the issuer.
Additional lndependence Requirements
Despite any determination made under section 1.4, an individual who

(a) accepts, directly or indirectly, any consulting, advisory or other compensatory fee itom the issuer or any subsidiary entity
of the issuer, other than as rermuneration for acting in his or her capacity as a member of the board of directors or any board
committee, or as a part-time chair or vice-chair of the board or any board committee; or

(b) is an affiliated entity of the issuer or any of its subsidiary entities,

is considered to have a material relationship with the issuer.

3

3

For the purposes of subsection (1), the indirect acceptance by an individual of any consulting, advisory or other compensatory fee
includes acceptance of a fee by

(a) an individual’s spouse, minor child or stepchild, or a child or stepchild who shares the individual’s home; or

d) an entity in which such individual is a partner, member, an officer such as a managing director occupying a comparable
position or executive officer, or occupies a similar position (except limited partnes, non-managing members and those
occupying similar positions who, in each case, have no active role in providing services to the entity) and which provides
accounting, consulting, legal, investment banking or financial advisery services to the issuer or any subsidiary entity of the
issuer.

For the purposes of subsection (1), compensatory fees do not include the receipt of fixed amounts of compensation under a retirement

plan (including deferred compensation) for prior service with the issuer if the compensation is not contingent in any way on continued service.

35

(1

Reserves Committee

The board of directors of a reporting issuer may, subject to subsection (2), delegate the responsibilities set out in section 3.4 to a
committee of the board of directors, provided that a majority of the members of the committee,

(a) are individuals who are not and have not been, during the preceding 12 months:
(i) an officer or employee of the reporting issuer or of an affiliate of the reporting issuer,
(i) a person who beneficially owns 10 percent or more of the outstanding voting securities of the reporting issuer;
or
(iii) arelative of a person referred to in subparagraph (aXi} or (ii}, residing in the same home as that person; and
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(b) are free from any business or other relationship which could reasonably be seen to imterfere with the exercise of their
independent judgement.)
(2) Despite subsection (1), a board of directors of a reporting issuer shall not delegate its responsibility under paragraph 3.4(e) to approve

the content or the filing of the information,

3 SEC. 407, DISCLOSURE OF AUDIT COMMITTEE FINANCIAL EXPERT,

(a)

(b

RULES DEFINING “FINANCIAL EXPERT”, - The Commission shall issue rules, as necessary or appropriate in the
public interest and consistent with the protection of investors, to require each issuer, together with periodic reponts required
pursuant to sections 13(a) and 15(d) of the Securities Exchange Act of 1934, to disclose whether or not, and if not, the
reasons therefor, the audit committee of that issuer is comprised of ai least | member who is a financial expert, as such
term is defined by the Commission.

CONSIDERATIONS. - In defining the term “financial expert” for purposes of subsection (a), the Commission shall
consider whether a person has, through education and experience as a public accountant or auditor or a principal financial
officer, comptrolier, or principal accounting officer of an issuer, or from a position involving the performance of similar
functions -

(1) an underslandfng of generally accepted accounting principles and financial statements;
(2) experience in -
(A) the preparation or auditing of financial statements of generally comparable issuers; and
(B} the application of such principles in connection with the accounting for estimates, accruals, and
reserves;

{3) experience with internal accounting controls; and

(4) an understanding of audit committee functions,

(c) DEADLINE FOR RULEMAKING. - The Commission shall -
(n propose rules to implement this section, not later than 90 days after the date of enactment of this Act;
and
2) issue final rules 1o implement this section, not later than |80 days after that date of enactment.
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SCHEDULE “B”

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

Disclosure Requirements

Qur Corporate Governance Practices

1. Board of Directors

a,

Disclose the identity of directors who are independent.

who are not
basis for that

Disclose the
independent,
determination.

identity of directors
and describe the

Disclose whether or not a majority of directors are
independent.  If a majority of directors are not
independent, describe what the Board of Directors does
to facilitate its exercise of independent judgment in
carrying out its responsibilities,

If a director is presently a director of any other issuer that
is a reporting issuer {or the equivalent) in a jurisdiction or
a foreign jurisdiction, identify both the director and the
other issuer.

M.N. Chemoff, D.H. Gilbert, R.B. Hodgins, R.B. Peterson and
R.R. Rooney are independent as that term is defined in section
1.4 of Multilateral Instrument 52-110 Audit Commitiees (“MI
52-110"). R.B. Hodgins, D.H. Gilbert and R.R. Rooney, being
all of the members of the Audit Committee, are also
independent as that term is defined in section 1.5 of MI 52-110.

C.H. Riddell and H.W. Sykes are not independent because they
are members of management of the Corporation for the
purposes of NI 58-101. L.H.T. Riddell is not independent as he
is 2 member of management of Paramount Resources Ltd., a
majority shareholder of MGM Energy.

A majority of the directors are independent. The Board has
determined that five of eight of the directors are independent
within the meaning of NI 58-101.

The directors listed below are also directors or trustees of the
reporting issuers set out beneath their respective names.

C.H. Riddell
Paramount Energy Operating Corp.,
Paramount Energy Trust
Trilogy Energy Ltd., Administrator of Trilogy Energy Frust
Newalta [ncome Fund
Duvernay Oil Corp.
Paramount Resources Ltd.

L.H,T. Riddell
Trilogy Energy Ltd., Administrator of Trilogy Energy Trust
Paramount Resources Ltd.
Big Rock Brewery Income Fund

R.B. Hodgins
Fairbourne Energy Ltd,

AltaGas General Partnership Inc.
Shiningbank Energy Ltd.
Enerflex Systems Income Fund

R.R. Rooney
Cordero Energy Inc.

Gentry Resources Ltd.

D.H. Gilbert
Globel Direct Inc.
AltaGas Income Trust
Kereco Energy Ltd.
Canetic Energy Trust
Nexstar Energy Ltd.

Administrator of




Disclosure Requirements

Qur Corporate Governance Practices

Disclose whether or not the independent directors hold
regularly scheduled meetings at which non-independent
directors and members of management are not in
attendance. If the independent directors hold such
meeting, disclose the number of meetings held since the
beginning of the issuer’s most recently completed
financial year. If the independent directors do not hold
such meetings, describe what the Board does to facilitate
open and candid discussion among its independent
directors,

Disclose whether or not the chair of the Board is an
independent director. If the board has a chair or lead
director who is an independent director, disclose the
identity of the independent chair or lead director, and
describe his or her role and responsibilities. If the board
has neither a chair that is independent nor a lead director
that is independent, describe what the board does to
provide leadership for its independent directors.

Disclose the attendance record of each director for all
Board meetings held since the beginning of the issuer’s
most recently completed financial year.

2. Board Mandate

a.

Disclose the text of the Boards written mandate. If the
Board does not have a written mandate, describe how the
Board delineates its role and responsibilities.

Zedi Solutions Inc.

R.B. Peterson
Royal Bank of Canada

The mandate of the Board of Directors permits the independent
members of the Board hold separate regularly scheduled
meetings at which members of management are not in
attendance, Further, the independent directors will meet on an
ad hoc basis where circumstances warrant. The Company has
not yet completed a fiscal year. The independent members of
the Board are authorized to retain independent financial, legal
and other experts as required whenever, in their opinion,
matters come before the Board which require an independent
analysis by the independent members of the Board. .

JLH.T. Riddell is the Executive Chair of the Board of Directors
of MGM Energy and is not an independent director. The Board
believes there is sufficient assurance given its composition,
mandate and Committee structure to facilitate the functioning
and operation of the Board independent of management.

The Board has assigned to the Corporate Governance
Committee the responsibility for monitoring trends in corporate
governance and guiding the Corporation in its approach to and
system of corporate governance.

Since incorporation, the Board of Directors has held three
meetings. At its first meeting, the Board of Directors
established its committees being Audit, Compensation,
Corporate Governance and Health Safety & Environment, and
appointed the chairs thereof. Since that time, the Audit
Committee has held two meetings and the Compensation
Committee has met once.

The Attendance of each director for all Board and Committee
Meetings since incorporation is as follows:

Committee Meeting Board Meetings

C.H. Riddeli 3of3
J.H.T. Riddell nfa Jof3
M.N. Chernoff 1of] 3of3
D.H. Gilbert 20of2 3of3
R.B. Hodgins 20of2 3of3
R.B. Peterson 1ofl 20f3
R.R. Rooney 1of2 20f3
H.W. Sykes 1ofl 30f3

The mandate of the Board of Directors is attached as Schedule
LLC!!‘
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Disclosure Requirements

Qur Corporate Governance Practices

3. Position Descriptions

a. Disclose whether or not the Board has developed written
position descriptions for the chair and the chair of each
Board committee. If the Board has not developed written
position descriptions for the chair and/or the chair of each
Board committee, briefly describe how the Board
delineates the role and responsibilities of each such
position.

b. Disclose whether or not the Board and CEQ have
developed a written position description for the CEQ., If
the Board and CEQ have not developed such a position
description, briefly describe how the Board delineates the
role and responsibilities of the CEQ.

4. Orientation and Continuing Education
a. Briefly describe what measures the Board takes to oriemt
new directors regarding
(i) the role of the Board, its committees and its
directors, and
(ii) The nature and operation of the issuer’s business.

b. Briefly describe what measures, if any, the Board takes to
provide continuing education for its directors. If the
board does not provide continuing education, describe
how the Board ensures that its directors maintain the skill
and knowledge necessary to meet their obligations as
directors.

5. Ethical Business Conduct
a. Disclose whether or not the Board had adopted a written
code for the directors, officers and employees. If the

Board has adopted a written code:

(i) disclose how a person or company may obtain a
copy of the code;

(ii) describe how the Board monitors compliance with
its code, or if the Board does not monitor
compliance, explain whether and how the Board
satisfies itself regarding compliance with its code;
and

(ifi} Provide a cross-reference to any material change
report filed since the beginning of the issuer’s most
recently completed financial year that pertains to
any conduct of a director or executive officer that

Written position descriptions have been developed for the
Executive Chairman of the Board and the Chairs of each of the
Board Committees.

A written position description has been developed for the Chief
Executive Officer. Written position descriptions have also been
developed for the President and the Chief Financial Officer.

The Corporate Governance Committee is responsible for
ensuring there is in place an education and comprehensive
orientation program for new members of the Board and a
continuing education program for all directors.

A Corporate Governance Manual has been developed to assist
existing and new Board members in understanding the role of
the Board, its committees, and the contribution individuai
Board members are expected to make. Any new director will be
informed of the nature and operation of MGM Energy’s
business through discussions with the Chair and management.

The Corporate Governance Committee {which is comprised of
two independent directors and the Chief Executive Officer) is
assigned the responsibility of establishing criteria for board
membership including the competencies and skills needed of its
members, as well as the responsibility for assessing the
competencies and skills of each existing director.

The Corporate Governance Committee is also assigned the
responsibility to establish an education program, including
meetings with the Board, targeted at enabling individual
directors to maintain and/or enhance their skills and abitities as
directors, and ensuring that their knowledge and understanding
of the Corporation’s business remains current.

The Board has adopted a written Code of Business Conduct
applicable to all directors, officers, employees and consultants.
In addition, each director has received a Corporate Governance
Manual which sets out a standard of conduct expected of
him/her.

The Code of Business Conduct is avaitable on the Corporation’s
website at www.mgmenergy.com. Hard copies may be
requested from the Corporate Secretary of the Corporation at
4700, 888 —~ Third Street SW, Calgary, AB T2P 5C5.

Compliance with the Code of Business Conduct will be
monitored by the Board annually by receiving certificates from
the directors and officers of the Corporation confirming their
compliance and MGM Energy’s compliance with the Code,
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Disclosure Requirements

Qur Corporate Governance Practices

constitutes a departure from the code,

b. Describe any steps the Board takes to ensure directors
exercise  independent  judgment in  considering
transactions and agreements in respect of which a director
or executive officers has a material interest.

¢. Describe any other steps the Board takes 1o encourage
and promote a culture of ethical business conduct.

6. Nomination of Directors
a. Describe the process by which the Board identifies new
candidates for Board nomination.

b. Disclose whether or not the Board has a nominating
committee composed entirely of independent directors. [f
the Board does not have a nominating committee
compesed entirely of independent directors, describe
what steps the Board takes to encourage an objective
nomination process.

¢. If the Board has a nominating committee, describe the
responsibilities, powers and operation of the nominating
comtnittee.

7. Compensation
a. Describe the process by which the Board determines the
compensation for the issuer’s directors and officers.

No material change reports have been filed by the Corporation
refating to a director or executive officers departure from the
Code of Business Conduct.

Pursuant to the written Code of Business Conduct, directors are
to ensure their private or personal interests do not interfere with
the interest of MGM Energy. Each director must disclose all
actual or perceived conflicts of interest and refrain from voting
on matters in which such director has a real or apparent conflict.

The Corporate Governance Committee, in consultation with the
Chairman of the Board, is responsible for identifying new
candidates for nomination to the Board and recommending
them to the Board when appropriate. Upon there being a
vacancy on the Board or a determination that the Board should
be expanded, the Corporate Governance Committee would meet
to review whether there are particular competencies needed by
the Board and to set the criteria for the selection process. The
committee would also determine whether any of the members
were aware of individuals who might be considered and would
also review the advisability of securing independent consultants
to assist in the search. Once a suitable slate of candidates is
identified, the Corporate Governance Committee will meet with
the Chairman for input, after which, the slate would be
presented to the Board. The Board would then discuss the
competencies of the various candidates and, if applicable,
identify one or more to be approached. The Board would also
determine which Board member should make the contact after
which that member would report back to the Board,

The Corporate Governance Committee is comprised of two
independent directors and the CEOQ and is charged with
identifying new candidates for nomination to the Board.

The Corporate Governance Committee is responsible for
considering the appropriate size of the Board, establishing the
criteria for Board membership, assessing the competencies and
skills of each existing director and any new nominees with a
view to achieving competencies and skills that the Board as a
whole should possess, proposing candidates for election or re-
election, and ensuring there is an orientation program and a
continuing education program in place for new Board members
and all directors, respectively.

The Corporate Governance Committee periodically reviews the
adequacy and form of compensation of directors to ensure that
the level of compensation adequately reflects the
responsibilities and risks involved in being an effective director
and reports and makes recommendations to the Board
accordingly.

The Compensation Committee recommends to the Board the
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Disclosure Requirements

Our Corporate Governance Practices

b. Disclose whether or not the Board has a compensation
commitiee composed entirely of independent directors, [f
the Board does not have a compensation committee
composed entirely of independent directors, describe
what steps the Board takes to ensure an objective process
for determining such compensation.

c. If the Board has a compensation committee, describe the
responsibilities, powers and operation of the
compensation committee,

d. If a compensation consultant or advisor has, at any time
since the beginning of the issuer’s most recently
completed financial year, been retained to assist in
determining compensation for any of the issuer’s
directors and officers, disclose the identity of the
consultant or advisor and briefly summarize the mandate
for which they have been retained. If the consultant or
advisor has been retained to perform any other work for
the issuer, state that fact and briefly describe the nature of
the work.

8. Other Board Committees

a. [fthe Board has standing committees other than the audit,
compensation and nominating committees, identify the
committees and describe their function.

annual salary, bonus and other benefits, direct and indirect, of
the CEO and the President and approves the compensation for
all other designated officers after considering the
recommendations of the CEQ and the President, all within the
compensation policies and general human resources policies
and guidelines concerning employee compensation and benefits
approved by the Board.

The Compensation Committee is comprised of three members
being the President and two independent directors.

The Compensation Committee may engage independent
compensation consultants as it considers necessary or advisable
to discharge its duties. The President excuses himself from any
discussions relating to his compensation.

The Compensation Committee is responsible to implement
programs to attract and develop management of the highest
caliber and to ensure orderly succession of management. [t is
also responsible to implement and administer compensation and
general human resource policies and guidelines concerning
employee compensation and benefits approved by the Board,
including executive compensation, stock option and other
incentive plans. The Compensation Commitiee is also
responsible to implement and administer policies and guidelines
concerning proposed personnel changes involving officers
reporting to the CEQ; to review the Corporation’s policies and
programs relating to benefits; to receive the CEO’s
recommendations relating to annual compensation policies and
budgets for all employees; to review the Corporation’s
compensation policies and overall labour relations strategy; to
make regular reports to the Board on the Commiittee’s activities
and findings; and to develop a calendar of activities to be
undertaken by the Committee for each ensuing year which is
submitted to the Board annually.

No compensation consultant or advisor has been retained to
assist in determining compensation for any of the issuer’s
directors and officers.

As discussed previously, the Board has a Corporate Governance
committee whose mandate, among other things, encompasses
the nomination of new candidates for directors. The Board’s
other standing committee is the Environmental, Health and
Safety Committee. This Committee’s purpose is to review and
monitor the environmental policies and activities of the
Corporation and the policies and activities of the Corporation
relating to and the health and safety of its employees.
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Disclosure Requirements

Qur Corporate Governance Practices

9. Assessments

a.

Disclose whether or not the Board, its committees and
individual directors are regularly assessed with respect to
their effectiveness and contribution. If assessments are
regularly conducted, describe the process used for the
assessments. [f assessments are not regularly conducted,
describe how the Board satisfies itself that the Board, its
committees, and its individual directors are performing
effectively.

In addition, the Audit Committee is responsible for, among
other things, reviewing the Corporation’s procedures relating to
the disclosure of information with respect to oil and gas
activities, including its procedures for complying with the
requirements of Naticnal [nstrument 51-i01 Standards of
Disclosure for Qil and Gas Activities. The Audit Committee
also reviews the appointment of the independent engineering
firm responsible for evaluating the Corporation’s reserves and
reviews the reserves data and the report of the reserves
evaluator prior to making recommendations to the Board with
respect thereto.

Each committee of the Board is responsible for conducting an
annual review and assessment of its performance and to submit
a report thereon to the Board.

In addition, the Corporate Governance Committee is
responsible for establishing and administering a process for
assessing the effectiveness of the Board and its Committees.
That process includes a review by the full Board and discussion
with management.

The objective of the assessment is to ensure the continued
effectiveness of the Board in the execution of its responsibilities
and 10 contribute to a process of continuing improvement. In
addition to any other matters the Corporate Governance
Committee deems relevant, the assessments will consider in the
case of the Board or a committee, the applicable mandate or
charter, and in the case of individual directors, the applicable
position descriptions, as well as the competencies and skills
cach individual director is expected to bring to the Board.




SCHEDULE “C”
BOARD OF DIRECTORS MANDATE
(Adopted by the Board of Directors on May 1, 2007)
A. INTRODUCTION

The Board of Ditectots (the "Board") has the responsibility for the overall stewardship of the conduct of the
business of the Corporation and the activities of management, which is responsible for the day-to-day conduct of the
business. The Board's fundamental objectives are to enhance and preserve long-term shareholder value, to ensure
the Corporation meets its obligations on an ongoing basis and that the Corporation operates in a reliable and safe
manner. In performing its functions, the Board should also consider the legitimate interests its other stakeholders
such as employees, customers and communities may have in the Corporation. In overseeing the conduct of the
business, the Board, through the Chief Executive Officer and the President, shall set the standards of conduct for the
Corporation.

B. PROCEDURES AND ORGANIZATION

The Board operates by delegating certain of its powers to management and by reserving certain powers to
itself. The Board retains the responsibility for managing its own affairs including selecting its Chair, nominating
candidates for election to the Board, constituting committees of the Board and determining Director compensation.
Subject to the Articles and By-Laws of the Corporation and the Business Corporations Act, Alberta (the "Act"), the
Board may constitute, seek the advice of and delegate powers, duties and responsibilities to committees of the
Board.
C. DUTIES AND RESPONSIBILITIES

The Board's principal duties and responsibilities fall into a number of categories which are outlined below.

1. Legal Requirements

(a) The Board has the responsibility to ensure that legal requirements have been met and documents
and records have been properly prepared, approved and maintained;

(b) The Board has the statutory responsibility to:

Q)] manage the business and affairs of the Corporation;
(ii) act honestly and in good faith with a view to the best interests of the Corporation;
(iii) exercise the care, diligence and skill that reasonable, prudent people would exercise in

comparable circumstances; and

(iv) act in accordance with its obligations contained in the Business Corporations Act, Alberta
and the regulations thereto, the Corporation’s Articles and By-Laws, securities legislation
of each province and territory of Canada, and other relevant legislation and regulations;

(c) The Board has the statutory responsibility for considering the foltowing matters as a full Board
which in faw may not be delegated to management or to a committee of the Board:

(i) any submission to the shareholders of a question or matter requiring the approval of the
shareholders;
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(ii} the filling of a vacancy among the directors or in the office of auditor;
(i) the issuance of securities except on such terms and conditions as may be specified by the
Board;

(iv) the declaration of dividends;

(v) the purchase, redemption or any other form of acquisition of shares issued by the
Corporation;
(vi} the payment of a commission to any person in consideration of his/her purchasing or

agreeing to purchase shares of the Corporation from the Corporation or from any other
person, or procuring or agreeing to procure purchasers for any such shares;

(vii)  the approval of management proxy circulars;
(viii)  the approval of the annual financial statements of the Corporation, MD&A and AIF; and
(ix) the adoption, amendment or repeal of By-Laws of the Corporation.

Independence

The Board has the responsibility to ensure that appropriate structures and procedures are in place to allow
the Board to function independently of management. In this regard, the Board shall consist of a majority of
“independent directors™ , as that term is defined in Section 1.4 of Multilateral Instrument 52-110, Audit
Committee or such guidelines as may hereafter replace the same. The independent board members should
hold separate, regularly scheduled meetings at which members of management are not in attendance.

Strategy Determination

The Board has the responsibility to ensure there are long-term goals and a strategic planning process in
place for the Corporation and to participate with management directly or through its committees in
developing and approving, as required, the mission of the business of the Corporation and the strategic plan
by which it proposes to achieve its goals, which strategic plan takes into account, among other things, the
opportunities and risks of the Corporation’s business.

Managing Risk

The Board has the responsibility to understand the principal risks of the business in which the Corporation
is engaged, to achieve a proper balance between risks incurred and the potential return to shareholders, and
to ensure that there are appropriate systems in place which effectively monitor and manage those risks with

a view to the fong-term viability of the Corporation.

Division of Responsibilities

The Board has the responsibility to:

(a) appoint and delegate responsibilities to committees where appropriate te do so; and
{b} develop position descriptions for:
(i) the Chair of the Board,;

(ii) the Chief Executive Officer;




(iii) the President; and

(iv) the Chief Financial Officer.

6. Appointment, Training and Monitoring Senior Management

The Board has the responsibility:

(a) to appoint the Chief Executive Officer and the President, to monitor and assess the Chief
Executive Officer’s and the President’s performance, to determine and approve the Chief
Executive Officer’s and the President’s compensation, and to provide advice and counsel in the
execution of the Chief Executive Officer’s and the President’s duties;

{b} to approve the appointment and temuneration of all other designated corporate officers, acting
upon the advice of the Chief Executive Officer and the President;

(c) to the extent feasible, to satisfy itself as to the integrity of the Chief Executive Officer, President
and other corporate officers and that the Chief Executive Officer, President and other corporate
officers create a culture of integrity throughout the organization;

(d) to ensure that adequate provision has been made to train and develop management and for the
orderly succession of management; and

(e) to ensure that management is aware of the Board’s expectations of management.

7. Policies, Procedures and Compliance

The Board has the responsibility:

{a) to require that the Corporation operates at all times within applicable laws and regulations and to
the highest ethical and moral standards;

{b) to approve and monitor compliance with significant policies and procedures by which the
Corporation is operated;

(c) to require that the Corporation sets high environmental standards in its operations and is in
compliance with environmental laws and legislation; and

(d) to require that the Corporation has in place appropriate programs and policies for the health and
safety of its employees in the workplace.

3. Reporting and Communication

The Board has the responsibility:

(a)

(b)

()

to require that the Corporation has in place pelicies and programs to enable the Corporation to
communicate effectively with its shareholders, other stakehoiders and the public generally;

to require that the financial performance of the Corporation is adequately reported te shareholders,
other security holders and regulators on a timely and regular basis;

to require that the financial results are reported fairly and in accordance with generally accepted
accounting standards;
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{d} to require the timely reporting of any other developments that have a significant and material
impact on the value of the Corporation; and

() to report annuatly to shareholders on its stewardship of the affairs of the Corporation for the
preceding year; and

(N to develop appropriate measures for receiving shareholder feedback.

Monitoring and Acting

The Board has the responsibility:

(a) to monitor the Corporation's progress towards it goals and objectives and to revise and alter its
direction through management in response to changing circumstances;

{b) to take action when performance falls short of its goals and objectives or when other special
circumstances warrant;

(c) to require that the Corporation has implemented adequate internal control and management
information systems which are designed to ensure the effective discharge of its responsibilities;
and

{d) to make regular assessments of the Board’s effectiveness, as well as the effectiveness and

contribution of each Board Committee. This responsibility has been delegated to the Corporate
Governance Committee working in conjunction with the Chairman of the Board,

Reliance

Absent actual knowledge to the contrary {which shall be promptly reported to the Board), each member of
the Board and its committee shall be entitled to rely on (i) the integrity of those persons or organizations
within and outside the Corporation from which it receives information, (ii} the accuracy of information
provided to the Board or its committees by such persons or organizations, and (iii) representations made by
management of the Corporation, independent counsel, and other advisors and experts to the Corporation,

1.4
H
2)

3

Meaning of Independence --

An audit committee member is independent if he or she has no direct or indirect material relationship with the issuer.
For the purposes of subsection (1). a “material relationship™ means a relationship which could, in the view of the
issuer's board of directors, be reasonably expected to interfere with the exercise of @ member's independent judgement.
Despite subsection (2), the following individuals are considered to have a material relationship with an issuer:

(2) an individual who is. or has been within the last three years, an employee or executive officer of the issuer:
{b) an individual whose immediate family member is, or has been within the last three years, an executive officer
of the issuer:
{c)} an individual who:
) is. a partner of a firm that is the issuer’s internal or external auditor;
{ii) is an employee of that firm; or
(iii) was wilhin the last three years a partner or employee of that firm and persenally worked on the
issuer’s audit within that time.
(d) an individual whose spouse, minor child or stepchild, or child or stepchild who shares a home with the
individual:
1) is a partner of the firm that is the issuer’s intemal or external auditor;
(i) is an employee of that firm and participates in its audit, assurance or tax compliance (but not tax
planning) practice: or
{iii} was within the last three years a partner or employee of that firm and personally worked on the
issuer’s audit within that time;
(e) an individual who, or whose immediate family member, is or has been within the last three years, an

exceutive officer of an entity if any of the issuer's current executive officers serves or served at the same time
on the entity's compensation committee; and
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(5)

(6)

(7

(8)

H an individual who received. or whose immediate family member who is employed as an executive officer of
the issuer received, more than $75,000 in direct compensation from the issuer during any 12 month period
within the last three years.

Despite subsection (3). an individual will not be considered 1o have a material relationship with the issuer solely

because:

(8) he or she had a relationship identified in subsection (3} if that relationship ended before March 30, 2004; or

(b) he or she had a relationship identified in subsection (3) by virtue of subsection (8) if that relationship ended
before June 30, 2005.

For the purposes of clauses (3)(c) and (3)(d), a partner does not include a fixed income partner whose interest in the

fim that is the internal or extemal auditor is limited to the receipt of fixed amounts of compensation (inciuding

deferred compensation) for prior service with that firm if the compensation is not contingent in any way on continued
service.

For the purposes of clause (3)(f). direct compensation does not include:

(a) remuneration for acting as a member of the board of directors or of any board committee of the issuer: and

(t) the receipt of fixed amounts of compensation under a retirement plan (including deferred compensation} for
prior service with the issuer if the compensation is not contingent in any way on continued service.

Despite subsection (3) an individual will not be considered to have a material relationship with the issuer solely

because the individual or his or her immediate family member: (a) has previously acted as an interim chief executive

officer of the issuer: or (b} acts, or has previously acted, as a chair or vice-chair of the board of directors or of any
board committee of the issuer on a part-time basis.

For the purpose of section 1.4, an issuer includes a subsidiary entity of the issuer and a parent of the issuer.
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DTien
FEE RULE N o
FORM 13-502F1 A og ooy '3
CLASS 1 REPORTING ISSUERS - PARTICIPATIONFEE .~ .C7. SEuarie
s ey | -
Reporting Issuer Name: MGM Energy Corp.
Fiscal year end date used to calculate capitalization: December 31, 2006
Market valie of listed or guoted securities:
Total number of securities of a class or series outstanding as at the
issuer's most recent fiscal year end {i)
65,389,623
Simple average of the closing price of that class or series as of the last
trading day of each month of the fiscal year (See clauses 2.11(a)(ii)(A)
and (B) of the Rute) (i)
5.00
Market value of class or series (i} X (i) = (A)
326,948,115
(Repeat the above calculation for each class or series of securities of the
reporting issuer that was listed or quoted on a marketplace in Canada or
the United States of America at the end of the fiscal year) (B)
N/A
Market value of other securities:
{See paragraph 2.11(b) of the Rule)
(Provide details of how value was determined) (9]
C T N/A
(Repeat for each class or series of securities) (D)
N/A

Capitalization
(W) + (B) *(C) 356 948 115

(Add market value of all classes and series of securities) +(D) = 948,
Participation Fee 14,700

{From Appendix A of the Rule, select the participation fee beside the
capitalization calculated above)

New reporting issuer's reduced participation fee, if applicable
(See section 2.6 of the Rule)
Participation fee X Number of entire months remaining
in the issuer's fiscal year = 13,475

12
Late Fee, if applicable
{As determined under section 2.5 of the Rule) NIA

152536\887640 v




' ENERGY
@ CORP.

Intertm Financial Statements (Unaudited)
° As at and for the three and nine months ended September 30, 2007



MGM Energy Corp.

Balance Sheets (Unaudited)
($ thousands)

Fuor petiods prior to January 12, 2007, the finuncial statements of MGM
Energy Corp., including the results of operations and cash flows, have
been prepared on & carve-out basis from Paramount Resources Lid, as is
described in Note 2. These financial statemenis may not be indicative of
the results that would have been attained if MGM Energy Corp. had

opernted as a stand-alone entity for these periods.

As at Asat
September 30 December 31
2007 2006
(Note 2)
ASSETS
Current assets
Cash and cash equivalents $ 123,573 $ -
Accounts receivable 1,032 1,360
124,605 1,360
Property, plant and equipment (Not 4) 262,199 70,268
Future income taxes (Note 9) 2,574 -
$ 389,378 $ 71,628
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Habilities
Accounts payable and accrued liabilities $ 9,038 $ 6774
Due to related parties (Note 12) 656 -
9,694 6,774
Asset retirement obligations (Nwie 6) 3,155 439
Future income taxes - 3,805
12,849 11,108
Contingencies and Commitments (Notes 7 & 13}
Shareholders' Equity
Share capital (Note 7) 404,275 -
Contributed surplus {Note 8) 1,925 -
Net investment by Paramount Resources Lid. (Note 2) - 60,520
Deficit (29,671) -
376,529 60,520
$ 139,378 $ 71628

See the accompanying notes to these interim Financial Statements.




MGM Energy Corp.
Statements of Income (Loss) (Unaudited)

(§ thousands, except as noted)

For pericds prior to Janvary 12, 2007, the financial statements of MGM
Energy Corp., including the results of operations and cash flows, have
been prepared on a carve-out basis from Paramount Resources Lid, as is
described in Note 2. These financial stalements may not be indicative
of the results that would have been attained if MGM Energy Corp. had
operated as a stand-alone entity for these periods,

Revenue
Interest income

Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006

(Note 2) (Note 2) (Noze 2)

$ 1,091 $ -

§ 1,7 $ -

Expenses
General and administrative (Note 12) 1,522 220 4,353 349
Stock-based compensation (Note 8) 750 (115 2,180 3
Pipeline regulatory and access 166 - 426 -
Exploration 2,154 1 2,970 146
Lease rental 789 - 789 -
Dry hole (Note 4) (2,156) . 34,241 -
Interest and financing charges 40 - 136 -
Accretion of asset retirement obligations (Note 6} 64 6 134 20
Depreciation 1 - 60 -
3,362 112 45,289 510
Loss before tax (2,271) (112) (43,518) G110
Future income tax recovery (Note 9} (442) (3} (12,497} (649)

Net income (loss) and other comprehensive income (loss)

$ (1,829) $ (109)

$ (31,021) $ 139

Net loss per Common Share ($/share)

Basic (0.02) (0.50)

Diluted {0.02) {0.50)
Weighted average Common Shares ontstanding (thousands) (Noe 7)

Basic 114,532 62,516

Diluted 114,532 62,516
Statements of Deficit (Unaudited)
{$ thousands)

Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006

Deficit, beginning of period $ (27.842) $ - $ - $ -
Net income {loss}) (1,829) (109) (31,021) 139
Allocation to net investment by Paramouni Resources Lid. - 109 1,350 (139)
Deficit, end of peried $ (29,671) b - $ (29,671) b -

See the accompanying notes to these interim Financial Statements.



MGM Energy Corp.
Statements of Cash Flows (Unaudited)
(% thousands)

For periods prior 1o January §2, 2007, the financial statements of MGM
Energy Corp.. including ihe results of operations and cash flows, have
been prepared on a carve-out basis from Paramount Resources Ltd, as is
deseribed in Note 2. These financial stalements may not be indicative of
the results that would have been auined if MGM Energy Corp. had

operated as a stand-alone entity for these perieds,

Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006
{Note 2} (Note 2) (Note 2)
Operating activities
Net income {(loss) and other comprehensive income (loss} $ (1,829 3 109y % (31,021) $ 139
Add (deduct): ]
Stock-based compensation — non cash portion 750 (115 2,180 (114)
Exploration 2,154 1 2,970 146
Dry hole (2,156) 34,241 -
Accretion of asset retirement obligations (Note 6) 64 6 134 20
Assel retirement obligation expenditures {2) - (402) -
Depreciation 33 - 60 -
Future income tax recovery (442) (3) (12,497) (649)
Funds flow from operations (1,428) (220) {4,335) (458)
Change in non-cash working capital (Note 11) 278 346 546 {88)
(1,150) 126 (3,789) (546)
Financing activities
Repayment of note - - {12,000) -
Proceeds on settlement of note - - 163 -
Common shares issued, net of issuance costs 106,400 - 355,106 -
Net investment by Paramount Resources Ltd, (Nowe ) - 275 3,195 2,822
106,400 275 346,464 2,822
Investing activities
Capital expenditures (Note 4} (18,935) (1,092) (226,218) (1.949)
Reorganization costs - - {1,000) -
Change in non-cash working capital (Note 11) 3,086 691 8,116 (327
(15,849) (401) (219,102) (2,276)
Increase in cash and cash equivalenis 89,401 - 123,573 -
Cash and cash equivalents, beginning of period 34,172 " - -
Cash and cash equivalents, end of period $ 123573 3 - $ 123573 $ -

Supplemental cash flow information (Note (1)

See the accompanying notes to these interim Financial Statements.




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

(¥ thousands, except as noted)

1. Structure and Formation of the Company

MGM Energy Corp. (“MGM Energy” or the "Company”) is an independent Canadian public company, the principal
business of which is to acquire, develop, optimize, exploit and produce oil and natural gas in Northern Canada. The
Company was incorporated under the Business Corporations Act (Alberta) (the “ABCA™) on October 31, 2006 as
1278517 Alberta Ltd. On December 4, 2006, the Company’s articles were amended to change its name to “MGM
Energy Corporation” and subsequently on January 9, 2007 the articles were further amended to change its name to
“MGM Energy Corp.”

MGM Energy is considered to be a development stage enterprise, as it has yet to generate revenue from its planned
principal operations. Similar to other development stage enterprises, the recoverability of amounts shown for
property, plant and equipment are dependent upon the ability of the Company to obtain necessary financing for its
planned exploration and development activities and to discover, develop, transport and market economically
recoverable quantities of petroleum and natural gas.

MGM Spinout

On January 12, 2007, Paramount Resources Ltd. (“Paramount™) completed a reorganization pursuant to a plan of
arrangement under the ABCA involving Paramount, its shareholders and MGM Energy (the *MGM Spinout™).

Through the MGM Spinout;

*  MGM Energy became the owner of (i) rights and obligations under an area-wide farm-in agreement (the
“Farm-in Agreement”) respecting Mackenzie Delta, Northwest Territories Exploration Licence #394,
Exploration Licence #427 and Inuvik Concession Blocks 1 and 2 (the “Farm-in Properties™); (ii) oil and gas
properties in the Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest Territories (the
“Colville Properties™); and (iii} an interest in one well in the Cameron Hills area of the southern portion of the
Northwest Territories (the “Ancillary Asset™, all of such property formerly being owned by Paramount
(collectively referred to as the “Spinout Assets™);

¢  MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million, bearing
interest at 10 percent per annum, and {8.2 million voting Class A Preferred Shares, which note was
subsequently repaid by MGM Energy and which shares were subsequently converted into voting common
shares of MGM Energy (“Common Shares™) on a share-for-share basis; and

¢  MGM Energy issued Paramount’s shareholders an aggregate of approximately 2.8 million Common Shares
and approximately 14.2 million warrant units, with each warrant unit consisting of one MGM Energy short
term warranl {each, a “Short Term Warrant™) and one MGM Energy longer term warrant (each, a "Longer
Term Warrant™).

Each warrant entitled the holder to purchase one Common Share or one flow-through Common Share as described
in Note 7 (Share Capital). Each Longer Term Warranl was not exercisable, and was not separable from the
corresponding Short Term Warrant included in the warrant unit, unless the corresponding Short Term Warrant was
exercised.

Paramount has the option, subject to certain conditions, 1o reacquire the Ancillary Asset from MGM Energy for $5
million, the same price that it sold such asset (10 MGM Energy through the MGM Spinout (the “Repurchase
Option™). Because of the nature of the Repurchase Option, for accounting purposes the Ancillary Asset is deemed
to be retained by Paramount.




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

(3 thousands, except as noted)

The transfer of the Spinout Assets from Paramount to MGM Energy did not result in a substantive change in
ownership of the Spinout Assets and therefore the transaction was accounted for using the carrying value of the
property transferred, with the exception of the amount recorded in property, plant and equipment in respect of the
Ancillary Asset, which was not recorded. The carrying values of assets and related liabilities transferred to MGM
Energy on January 12, 2007 were as follows:

Property, plant and equipment 3 71,859
Asset retirement obligations (439
Note receivable 163
Accounts payable (1,000)
Future income taxes (13,369)
Net carrying value 3 57,214

The amounts recorded in MGM Energy’s financial statements in respect of consideration for the Spinout Assets on
January 12, 2007 were as follows:

Note payable 3 12,000
Common Shares 3,508
Class A Preferred Shares 41,706
Total 3 57214

No amounts were attributed to the Short Term Warrants or the Longer Term Warrants.

MGM Energy shared 50 percent of the costs of the MGM Spinout with Paramount. Included in the net carrying
value above, is $1.0 million in respect of MGM Energy’s share of such costs. The carrying value of Class A
Preferred Shares was reduced by an equivalent amount.

2. Basis of Presentation

These Financial Statements are stated in Canadian dollars and have been prepared in accordance with Canadian
generally accepted accounting principles (“GAAP”). As described in Note 1, MGM Energy acquired the Spinout
Assets from Paramount effective January 12, 2007 at which point the results of operations and cash flows accrue to
the Company. These Financial Statements present the historic financial position, results of operations and cash
flows of the Farm-in Properties and the Colville Properties and results of operations and cash flows of the Ancillary
Asset on a carve-out basis from Paramount as if MGM Energy had operated as a stand-alone entity subject to
Paramount’s control prior to January 12, 2007. Because of the nature of the Repurchase Option, the Ancillary Asset
is deemed to be retained by Paramount and has not been recorded by MGM Energy, but applicable asset retirement
obligations, operating results and cash flows of the Ancillary Asset are reflected in these Financial Statements. The
book value of the Ancillary Asset as at December 31, 2006 was $1.6 million,

Each of Paramount’s core areas has distinct operating staff, capital budgets and targets. Paramount also has shared
services such as drilling, facilities and construction, accounting, land administration and corporate compliance.
Historically, Paramount has maintained accounting records necessary to support its consolidated financial statements
and for other internal and tax reporting purposes. Certain expenses, assels and liabilities applicable to the Spinout
Assets for periods prior to January 12, 2007 can be derived directly from the accounting records of Paramount, and
it has been necessary to allocate certain items in the manner described below.
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{$ thousands, except as noted)

Accounts receivable, property, plant and equipment, accounts payable and accrued liabilities, and the liability for
asset retirement obligations as at December 31, 2006 have been derived directly from the accounting records of
Paramount,

For periods prior to January 12, 2007 the amounts for operating costs, geological and geophysical costs, dry hole
costs, lease rental costs, accretion of asset retirement obligations and write-down of petroleum and natural gas
properties have been derived directly from the accounting records of Paramount. As the Spinoul Assels have never
produced, except for limited periods of testing, there has been no revenue, royalties, transportation costs, or
depletion and depreciation in respect of such properties, Similarly, no gains or losses associated with financial
instruments related to revenue were allocated to the Spinout Assets because of their non-producing nature.

General and administrative costs incurred by Paramount for periods prior to Janvary 12, 2007 have been allocated
on a pro rata basis using the estimated percentage of time spent by individual employees on the Spinout Assels
during the relevant period.

For periods prior to January 12, 2007, the income lax balances for the costs of acquiring, exploring for and
developing the Spinout Assets, and the costs of associated tangible equipment, are blended with those of
Paramount’s other areas. The future income tax liability as at December 31, 2006 resulted from the utilization of
specific tax pools for the purpose of satisfying certain flow-through share commitments.

For purposes of presentation of the statement of cash flows prior to Janvary 12, 2007, cash receipts and
disbursements were deemed to be transferred to and from Paramount’s corporale account concurrent with the
respective inflow or outflow of cash and are presented as “Net investment by Paramount Resources Ltd.”

As a result of the basis of presentation described above, these financial statements may not be indicative of
the results that would have been attained if MGM Energy had operated as a stand-alore entity prior to
January 12, 2007.

3. Summary of Significant Accounting Policies

(a) Joint Operations

A portion of MGM Energy’s activities are conducted jointly with others and accordingly, these Financial Statements
reflect only the Company’s proportionate share of any revenues, expenses, assets and liabilities.

(b) Measurement Uncertainty and Use of Estimates

The timely preparation of these Financial Statements in conformity with Canadian GAAP requires that management
make estimates and assumptions and vse judgment that affects: (i) the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements; and (ii) the reported amounts of
expenses during the reported periods. Such estimates primarily relate to unsettled transactions and events as of the
date of the Financial Statements. Actual results could differ materially from these estimates.

The amounts recorded for accretion and asset retirement obligations are based on estimates of future costs and other

relevant assumptions. By their nature, these estimates are subject to measurement uncertainty and the impact of
changes in these estimates and assumptions on the financial statements of future periods could be material.
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(c) Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term investments with original maturities of three months or
less. The short-term investments are classified as held-to-maturity and measured at amortized cost using the
effective interest method.

(d) Property, Plant and Equipment

Property, plant and equipment are recorded at cost. MGM Energy follows the successful efforts method of
accounting for petroleum and natural gas operations. Under this method, acquisition costs of oil and gas properties
and costs of drilling and equipping development wells are capitalized. Costs of drilling exploratory wells are inittally
capitalized. If economically recoverable reserves are not found, such costs are charged to earnings as dry hole
expense. Exploration wells are assessed annually, or more frequently as economic conditions dictate, for
determination of reserves, and as such, success. Costs of drilling exploratory wells remain capitalized when a well
has found a sufficient quantity of reserves to justify completion as a producing well and sufficient progress is being
made (0 assess the reserves and the economic and operating viability of the well. All other exploration costs,
including geological and geophysical costs and annual lease rentals are charged to earnings when incurred.
Producing areas and significant unproved properties are assessed annually, or more frequently as economic events
dictate, for potential impairment. Any impairment loss is the difference between the carrying value of the asset and
its fair value.

(e) Depletion and Depreciation

Capitalized costs of proved oil and gas properties are depleted using the unit of production method. For purposes of
these calculations, natural gas volumes are converted to barrels on an energy equivalent basis.

The costs of successful exploratory wells and development wells are depleted over proved developed reserves while
acquired resource properties with proved reserves are depleted over proved reserves. Acquisition costs of probable
reserves are not depleted or amortized while under active evaluation for commercial reserves. Costs become subject
to depletion as proved reserves are recognized. Other property plant and equipment are depreciated over their
estimated useful lives.

Costs associated with significant development projects are not depleted until commercial production commences.
{f) Asset Retirement Obligations

MGM Energy recognizes the fair value of an asset retirement obligation in the period in which it is incurred and
when a reasonable estimate of the fair value can be made. The fair values of asset retirement obligations are
capitalized as part of the cost of the related long-lived asset and depreciated on the same basis as the underlying
assel. The accumulated asset retirement obligation is adjusted for the passage of time, which is recognized as
accretion expense in the statements of loss, and for revisions in either the timing or the amount of the original
estimated cash flows associated with the liability. Actual costs incurred upon settlement of the asset retirement
obligation reduce the asset retirement obligation to the extent of the liability recorded. Differences between the
actual costs incurred upon settlement of the asset retirement obligation and the liability recorded are recognized in
the period in which the settlement occurs.
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(g) Future Income Taxes

MGM Energy follows the liability method of accounting for income taxes. Under this method, future income taxes
are recognized for the effect of any difference between the carrying amount of an asset or liability reported in the
financial statements and its respective tax basis, using substantively enacted income tax rates. Accumulated future
income tax balances are adjusted 1o reflect changes in substantively enacted income tax rates, with adjustments
being recognized in the results of operations in the period in which the change occurs.

(h) Flow-Through Shares

MGM Energy has financed a portion of its exploration activities through the issue of flow-through shares. As
permitted under the Income Tax Act (Canada), the tax attributes of eligible expenditures incurred with the proceeds
of flow-through share issuances are renounced to subscribers. On the date that MGM Energy files the renouncement
documents with the 1ax authorities, a future income tax liability is recognized and shareholders’ equity is reduced,
for the tax effect of expenditures renounced to subscribers.

(i) Stock-Based Compensation

MGM Energy has granted stock options to employees and directors, the details of which are described in Note 8
(Stock-based Compensation).

MGM Energy uses the fair value method to recognize compensation expense associated with the MGM Energy
options and non-reciprocal awards of stock options previously made by Paramount to certain MGM Energy
employees and officers. Fair values are determined using the Black-Scholes-Merton option-pricing model and
relevant assumptions on the date options are granted. Compensation costs are recognized over the vesting period of
the stock options.

§)] Recent Accounting Pronouncements

Capital Disclosures and Financial Instruments — Disclosure and Presentation

Beginning in 2008, MGM Energy will be required to adopt new accounting standards for Capital Disclosures and
Financial Instruments — Disclosure and Presentation. The new standards require companies to disclose their
objectives, policies and procedures for managing capital, as well as whether externally imposed capital requirements
have been complied with and enhanced disclosure risks associated with financial instruments, including how these
risks are managed.

(k) Comparative Figures

Certain comparative figures have been reclassified to conform to the current period’s financial statement
presentation.




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

($ thousands, except as noted)

4, Property, Plant and Equipment

December 31,
September 30,2007 2006
Accumulated

Depletion and Net Book Net Book

Cost Depreciation Value Value
Petroleum and natural gas properties $ 261,595 $ - % 261595 3 70,268
Other 664 60 604 -
5 262,259 % 60 % 262,199 $§ 70,268

As the Company is in the development stage and has no production, all capitalized costs associated with non-
producing petroleum and natural gas properties are currently not subject to depletion.

On May 30, 2007 MGM Energy closed an acquisition of petroleum and natural gas assets located primarily in the
Mackenzie Delta and elsewhere in the Northwest Territories for an aggregate cost of $172.7 million, subject to final
adjustments. MGM Energy assigned the entire amount of the purchase price to petroleum and natural gas properties
and recognized a $1.4 million asset retirement obligation related to those assets.

The dry hole recovery of $2.2 million recorded for the three months ended Septernber 30, 2007 resulted from a
change in the estimated final cost of the 2006/2007 winter drilling program.

Continuity of Suspended Exploratory Well Costs

Nine Months Ended  Twelve Months Ended
September 30, 2007 December 31, 2006

Balance, beginning of period $ 76,268 3 65.001
Additions pending the determination of proved reserves 9,215 5,267
Well costs charged to dry hole expense (3,989) -
Balance, end of period $ 75,494 $ 70,268

Aging of Capitalized Exploratory Well Costs
Nine Months Ended  Twelve Months Ended
September 30, 2007 December 31, 2006

Exploratory well costs capitatized for a period of one year or less $ 10,882 3 5.267
Exploratory well costs capitalized for a period of greater than one year 64,612 65,001
Balance at end of period $ 75,494 $ 70,268
Number of projects that have exploratory well costs that have been

capitalized for a period greater thun one year 10 9

At September 30, 2007, $75.5 million of capitalized exploratory well costs retate to the Colville Lake Properties and
the Farm-in Properties. The commerciality of the gas related 1o such properties is being evaluated in conjunction
with the planned drilling program and anticipated timing for construction of the Mackenzie Valley Pipeline.

s. Demand Facility

On May 15, 2007, MGM Energy entered inte a $20 million senior secured revolving demand facility bearing interest
at the lender’s prime rate or banker's acceptance rate, at the discretion of MGM Energy, plus an applicable margin.
MGM Energy is required repay the facility or to have funds available in cash or short-term investments at least equal
to the drawings on the facility for a period of three consccutive business days each quarter. At Seplember 30, 2007,
there was no debt outstanding on the facility.
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At September 30, 2007, MGM Energy had undrawn letters of credit outstanding of $13.5 million that reduce the
amount available to MGM Enecrgy under the facility.

6. Asset Retirement Obligations

Nine Months Ended

September 30, 2007
Assel retirement obligations, beginning of period $ 439
Liabilities incurred 926
Liabilities assumed with Umiak properties 1,422
Revisions in estimated cost of abandonment 636
Liabilities seutled (402)
Accretion expense 134
Assel retirement obligations, end of period $ 3,155

The total future asset retirement obligation was estimated by management based on MGM Energy's net ownership
in all wells, estimated work to reclaim and abandon the wells, and the estimated timing of the costs to be incurred in
future periods. The undiscounted cash flows estimated to settle the asset retirement obligations associated with
MGM Energy’s oil and gas properties at September 30, 2007 are $6.4 million (December 31, 2006 - $0.6 million).
The majority of these obligations are not expected to be settled for several years, or decades, and have been
discounted using credit-adjusted risk-free rates between 7 7/8 percent and 10 percent, and assuming an inflation rate
of 3 percent,

7. Share Capital
Authorized

MGM Energy’s authorized capital is comprised of an unlimited number of Common Shares, 18.2 million voting
Class A Preferred Shares convertible to Common Shares on a one-for-one basis without any further consideration
and an unlimited number of preferred shares, issuable in series (“Preferred Shares™). All Class A Preferred Shares
were converted into Common Shares on a one-for-one basis on February 16, 2007.

The Preferred Shares are issuable in one or more series. The Board of Directors of MGM Energy may determine the
designation, rights, privileges, restrictions and conditions attached to each series of Preferred Shares before the issue
of such series. The Preferred Shares will be entitled to a preference over Common Shares with respect to the
payment of dividends and the distribution of assets of the Company in the event of the liquidation, dissolution or
winding up of the Company.

Issued and Outstanding

Common Shares Shares Amount

Batance, December 31, 2006 1 $ 0
Issued on MGM Spinout 2,832,673 3,508
Cancelled on MGM Spinout {1 0
Issued on exercise of Short Term and Longer Term Warrants 13,824,021 76,504
Conversion of Class A Preferred Shares 18,200,000 41,706
Issued for cash 94,088,150 202,120
Share issuance costs, net of tax benefit - (9,563)

Batance, September 30, 2007 128,944,844 s 404,275
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In February 2007, MGM Energy completed a private placement of 210,000 Common Shares at $5.00 per share and
160,000 Common Shares issued on a flow-through basis at $6.25 per share, with each Common Share accompanied
by one Longer Term Warrant. The gross proceeds of this issue were $2.1 million.

In May 2007, MGM Energy issued 42,726,193 Common Shares at $3.10 per share and 11,991,957 Common Shares
issued on a flow-through basis at $3.85 per share, for gross proceeds of $178.6 million.

In August 2007, MGM Energy issued 33,000,000 Common Shares at $2.75 per share and 6,000,000 Common
Shares issued on a flow-through basis at $3.45 per share, for gross proceeds of $111.5 million.

Class A Preferred Shares Shares Amount

Balance, December 31, 2006 - $ -
Issued on MGM Spinout 18,200,000 41,706
Converted to Common Shares (18,200,000) (41,706)

Balance, September 30, 2007 - $ -

On February 16, 2007 ali of the issued and outstanding Class A Preferred Shares were converted into 18.2 million
Common Shares.

Short Term Longer Term
Qutstanding Warrants Warrants Warrants
Balance, Jan 1, 2007 - -
Issued on MGM Spinout 14,163,365 14,163,365
Issued on Private Placement - 370,000
Exercised (13,824,141) (95)
Expired (339,224) (14,533,270)

Balance, September 30, 2007 z ~

Each Short Term Warrant entitled the holder thereof to acquire, at the holder’s option, either (i) one Common Share
at a price of $3.00; or (ii) one flow-through Common Share at a price of $6.25 and was exercisable until February
16, 2007. A total of 7.9 million Short Term Warrants were exercised for Common Shares and 5.9 million Short
Term Warrants were exercised for flow-through Common Shares for aggregate gross proceeds to MGM Energy of
$76.5 million.

As a result of the exercise of the Short Term Warrants, 13.8 million Longer Term Warrants were separated from the
corresponding Short Term Warrants and became exercisabie. Each Longer Term Warrant entitled the holder thereof
to acquire, at the holder's option, cither (i) one Common Share at a price of $6.00; or (ii) one flow-through Common
Share at a price of $7.50. The Longer Term Warrants expired on September 30, 2007.

Flow-Through Shares

During 2007, MGM Energy has issued a total of $104.8 miliion of Common Shares on a “flow-through” basis. As a
result, the Company must incur an equivalent amount of qualifying resource expenditures. At September 30, 2007,
MGM Energy estimates it has incurred approximately $35 million of qualifying expenditures relative to the flow-
through shares issued in 2007.

Per Share Information

Prior period share information is not presented as the results of operation have been presented on a carve-out basis.




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

(3 thousands, except us noted)

8. Stock-Based Compensation
MGM Energy Options

MGM Energy has a stock option plan (the “Plan™) that enables the Board of Directors or its Compensation
Committee to grant to key MGM Energy employees and directors options to acquire Common Shares of the
Company. The exercise price of an option is no lower than the closing market price of the Common Shares on the
day preceding the date of grant. Upon exercise of options under the Plan, optionholders receive either (i) a share
certificate for the Common Shares; or (ii) a cash payment in an amount equal to the positive difference, if any,
between the markelt price and the exercise price of the number of Common Shares in respect of which the option is
exercised (a “Cash Surrender”). MGM Energy. however, can refuse to accept a Cash Surrender and therefore
require that the holder exercise their vested options for cash and acquire Commeon Shares.

MGM Energy Options
Weighted
Average
Exercise Price Options
{§ / share)

Balance, January 1, 2007 $ - -
Granted on MGM Spinout 5.00 1,248,000
Granted since Spinout 2.62 1,828,000

Balance, September 30, 2007 $ 1.58 3,076,000

Oplions exercisable, September 30, 2007 $ - -

Additional information about MGM Energy’s stock options outstanding at September 30, 2007 is as follows:

Qutstanding Exercisable
Weighted
Average
Contractual
Exercise Prices Number Life Number
(% / share) (years)
$2.42 -33.00 1,628,000 9.47 -
$3.01 -34.00 100,000 4.09 -
$4.01 - $5.00 1,348,000 3.58 -
Total 3,076,000 6.71 -

Up to July 2007, options granted by MGM Energy had a term of approximately 4.5 years. The term of options
granted subsequent to July 2007 was ten years.

The fair value of each option granted is estimated on the grant date using the Black-Scholes-Merton option-pricing
model with weighted average assumptions for grants as follows:

For the nine months ended September 30, 2007

Weighted average fair value of options granted ($/option) $ .71

Risk-free interest rate 4.21%
Expected lives (years) 56
Expected volatility 0.50
Annual dividend per share ($/Common Share) 3 -
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Non-Reciprocal Awards to MGM Energy Employees

MGM Energy recognized compensation expense of $0.5 million {or the period January 12, 2007 1o September 30,
2007 in respect of non-reciprocal awards of stock options to MGM Energy employees previously made by
Paramount. This amount was credited to contributed surplus.

9, Income Taxes

The following table reconciles income taxes calculated at the Canadian statutory rate to MGM Energy’s recorded
future tax recovery:

Three Months Ended Nine Months Ended

September 30, 2007 September 30, 2007
Loss before tax $ (2,271) $ {43,518)
Effective Canadian statutory income tax rate % 3N %
Expected tax recovery $ {704) $ (13,491)
Increase (decrease) resulting from:
Statutory and other rate differences 27 351
Effect of tax rate change - 30
Net investment by Paramount Resources Lid. - 68
Stock based compensation 232 596
Other 3 1¢
Future tax recovery $ (442) $ (12,497)
Components of Future Income Tax Asset:
September 30, 2007
Property, plant and equipment — carrying value in excess of tax basis $ (3,848)
Assel retirement obligations 9223
Loss camry forwards 2,062
Share issuance costs 3,437
Future income tax asset $ 2,574

10. Financial Instruments

Interest rate risk
MGM Energy is exposed to interest rate risk to the extent that changes in market interest rates impact MGM

Energy’s short term deposits that have floating interest rates and to the extent borrowings are made under the debt
facility.

-10-
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11.  Changes in Non-cash Working Capital
Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006
Accounts receivable $ 972 s 239 $  (1,032) $ (&1
Accounts payable and accrued liabilities 1,796 798 9,038 (365)
Due 1o related parties 596 - 656 -
$ 3,364 $ 1,037 $ 8,662 $ {415)
Operating activities $ 278 3 346 $ 546 $ (88}
Investing activities 3,086 691 8,116 (327}
$ 3,364 $ 1,037 $ 8,662 $ (415}
Supplemental cash flow information
Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006
Interest paid $ - $ . $ 20 $ -
Taxes paid $ - $ - $ - $ -

12.

Related Party Transactions

Paramount Resources Ltd.

Al September 30, 2007, Paramount held 21.5 million common shares of MGM Energy, representing 16.7 percent of
the issued and outstanding common shares of MGM Energy at such time. In addition to the common shares of
MGM Energy held by Paramount, MGM Energy and Paramount have certain common members of management and
directors. The following provides a summary of the related party (ransactions between MGM Energy and
Paramount:

MGM Energy acquired the Spinout Assets from Paramount pursuant to the MGM Spinout, as is more fully
described in Note | (Structure and Formation of the Company). The transaction was accounted for using the
carrying value of the property transferred, with the exception of Ancillary Asset. MGM Energy repaid the
$12.0 million principal amount demand promissory note and accrued interest during the first quarter. In
addition, Paramount repaid a $0.2 million principal amount demand promissory note due to MGM Energy.

Paramount provided certain operational, administrative, and other services 10 MGM Energy and funded on
MGM Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant to & services
agreement dated January 12, 2007 (the “Services Agreement”). Under the Services Agreement, MGM Energy
pays Paramount its reasonable costs incurred in providing services to MGM Energy plus 10 percent of such
costs. For the nine months ended September 30, 2007, Paramount funded $1.0 million of capital expenditures
related to the Farm-in Agreement on MGM Energy’s behalf. In addition, MGM Energy recorded costs billed
by Paramount of $1.7 million in respect of the costs of the MGM Spinout and other set-up costs benefiting
MGM Energy. These transactions were recorded in these Financial Statements at their exchange amounts.

For the nine month period ended September 30, 2007, other amounts billed by Paramount under the Services

Agreement totaled $1.1 million, including a 10 percent charge of approximately $0.1 million, (30.4 million
for the three month period end September 30, 2007, including the 10 percent charge).

-1l -




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

($ thousands, except as noted)

*  As a result of the MGM Spinout, certain employees and officers of MGM Energy held stock options
previously issucd by Paramount. The stock-based compensation expense relating to these options for the
period January 12, 2007 to September 30, 2007 totaled $0.5 miltion ($0.2 million for the three month period
ended September 30, 2007) and has been included in stock-based compensation expense.

Other

During February 2007, MGM Energy completed a private placement to certain directors of MGM Energy of
160,000 flow-through Common Shares at a price of $6.25 per share and 210,000 Common Shares at a price of $5.00
per share, each accompanied by one Longer Term Warrant, for aggregate gross proceeds of $2.1 million.

Certain directors and officers of MGM Energy participated in the May 30, 2007 Common Share issuance,
purchasing 5,612,000 Common Shares and 2,364,935 Common Shares issued on a {low-through basis for aggregate
gross proceeds to MGM Energy of $26.5 million,

Paramount Resources participated in the August 3, 2007 Common Share issuance, purchasing 3,270,000 Common
Shares for gross proceeds of $9.0 million. An officer and director of MGM Energy purchased 1,740,000 Common
Shares on a flow-through basis for gross proceeds of $6.0 million through the August issuance.

During the three months ended September 30, 2007, MGM Energy purchased, at fair market value, office furniture
and fixtures from Trilogy Energy Trust for $0.4 million. Trilogy Energy Trust is a related party to MGM Energy
due to Paramount’s ownership interest in both parties.

13.  Contingencies and Commitments
(a) Commitments
During 2006, Paramount entered into an area wide farm-in agreement respecting the Farm-in Properties. On January

12, 2007, Paramount assigned all of its rights and obligations under the Farm-in Agreement to MGM Energy
through the MGM Spinout.

Under the Farm-in Agreement:

*  MGM Energy can earn a staged 50 percent interest in the Farm-in Properties by drilling 11 wells within a
four year period and making certain lease continuation payments. The aggregate of such lease continuation
payments is expected to be $11 miliion although it may range up to $21 million (of which $11 million has
been paid to September 30, 2007 and the balance, if any, is to be paid in 2010);

*  Approximately $50 million of seismic must be acquired;

e If all of the drilling commitments under the Farm-in Agreement are satisfied, MGM Energy will also earn a

50 percent interest in three discoveries previously made in the Mackenzie Delta by the counterparties to the
Farm-in Agreement; and
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*  Of the 11 wells, MGM Energy must drill at least five test wells; two of which have been drilled during the
2006/2007 drilling season, and three wells are planned for the 2007/2008 winter drilling season. MGM
Energy currently estimates that the cost of drilling the minimum three wells during the 2007/2008 winter
drilling season will be approximately $60 million. Once the five test wells have been drilled, MGM Energy
may elect to stop further drilling and earn a reduced interest in the Farm-in Properties and no interest in the
three discoveries. In that event, MGM Energy would remain responsible for the continuation payments and
seismic commitment referenced above.

Paramount continued to be jointly and severally liable for the obligations of MGM Energy under the Farm-in
Agreement to the extent that such obligations were not satisfied by MGM Energy so long as MGM Energy was an
“affiliate” of Paramount as referred to in the Farm-in Agreement. As a result of equity issuances by MGM Energy
during 2007, MGM Energy and Paramount are no longer *affiliates™ as defined in the Farm-in Agreement.

Al September 30, 2007, MGM Energy has the following commitments:

2007 2008 2009 2010 2011 After 2011
Capital spending commitments  § - $ 85000 $ 12,000 $ 13,000 § 30,000 $ 33,000
Obligation under lease $ 64 3 656 3 780 $ 006 § 906 b3 2,264

MGM Energy is obligated under certain Northwest Territories Exploration Licenses to fulfill minimum work
commitments totaling $54 million over the next five years, which are included in the above table. As a condition of
the Exploration Licenses, the Company was required to post security of 25 percent of these work commitments via

letters of credit. The posted security is released in proportion to the actual work expenditures over the life of
Exploration License.
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Management's Discussion and Analysis

This Management's Discussion and Analysis ("“MD&A ") should be read in conjunction with the unaudited Interim
Financial Statements of MGM Energy Corp. ("MGM Erergy” or the “Company”) as at and for the three and nine
months ended September 30, 2007, Information included in this MD&A and the Financial Statements has been
presented in Canadian dollars and in accordance with Canadian generally accepted accounting principles
(“GAAP”), unless otherwise stated.

This MD&A contains forward-looking statements. Readers are referred 1o the advisories concerning such matters
under the heading “Advisories” at the end of this MD&A.

This MD&A is dated November I, 2007. Additional information concerning MGM Energy, including its Annual
Information Form, can be found on the SEDAR website at www.sedar.com.

Overview

MGM Energy is an independent Canadian public company, the principal business of which is to acquire, develop,
optimize, exploit and produce oil and natural gas in Northern Canada. The Company was incorporated under the
Business Corporations Act (Alberta) (the *ABCA™) on October 31, 2006.

On January 12, 2007, MGM Energy was a party to a plan of arrangement under the ABCA which involved
Paramount Resources Lid. (“Paramount™) and its shareholders, through which MGM Energy acquired its principal
assets from Paramount (the “MGM Spinout”). Tmmediately following the MGM Spinout, the principal assets of
MGM Energy were:

* rights and obligations under an area-wide farm-in agrecement (the “Farm-in Agreememt”) respecting
Mackenzie Delta, Northwest Territories Exploration Licence #394, Exploration Licence #427 and Inuvik
Concession Blocks 1 and 2 (the “Farm-in Properties™); and

¢ oil and gas properties in the Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest
Territories (the “Colville Properties™).

In addirion to its principal assets, MGM Energy acquired from Paramount under the MGM Spinout, an interest in
one well in the Cameron Hills area of the southern portion of the Northwest Territories (the “Ancillary Asset™) to
ensure that MGM Energy melt the minimum listing requirements of the Toronto Stock Exchange. Paramount has the
option, subject 1o certain conditions, to reacquire the Ancillary Asset from MGM Energy for $5 million, the selling
price of the asset to MGM Energy (the “Repurchase Option™). Because of the nature of the Repurchase Option, for
accouniing purposes the Ancillary Asset is deemed to be retained by Paramount.

Except for limited periods of testing, none of MGM Energy’s assets have ever been placed into production. As a
result, MGM Energy does not have any commercial operating results and is considered a development stage
enterprise.

Through the MGM Spinout:

¢ MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million,
bearing interest at 10 perceat per annum, and 18.2 million voting Class A Preferred Shares, which note
was subsequently repaid by MGM Energy and which shares were subsequently converted into voting
commen shares of MGM Enrergy (“Common Shares™) on a share-for-share basis; and




¢ MGM Energy issued Paramount’s sharcholders an aggregate of approximately 2.8 million Common
Shares and approximately 14.2 million warrant units, with each warrant unit consisting of one MGM
Energy short term warrant (each, a “Short Term Warrant”) and one MGM Energy longer term warrant
{each, a “Longer Term Warrant™).

CAUTIONARY NOTE: This MD&A contains disclosure and discussions concerning: (i) the historic
financial position, results of operations and cash flows relating to the Farm-in Properties and the Colville
Properties; and (ii) the results of operations and cash flows relating to the Ancillary Asset, on a carve-out
basis from Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s
control prior to January 12, 2007. Commencing January 12, 2007, MGM Energy holds these assets, with the
results of operations and cashflows accruing to the benefit of the Company. As a result, readers are cautioned
that the historical information relating to periods prior te January 12, 2007 may not necessarily be indicative
of the results that would have been obtained if MGM Energy had operated as a stand-alone entity prior to
January 12, 2007.

For further details concerning the MGM Spinout, readers are referred to MGM Energy’s 2006 Annual
Information Form and unaudited Interim Financial Statements as at and for the three and nine months
ended September 30, 2007 (the “Interim Financial Statements™).

Principal Properties and Projects
Mackenzie Delta Farm-in

The Mackenzie Delta lies at the end of the Mackenzie River in the Northwest Territories where it enters the Beaufort
Sea, approximately 2,200 kilometres north of Calgary, Alberta. The Mackenzie Delta has been the focus of natural
gas exploration since the 1960s. Several major discoveries have been made in the Mackenzie Delta since that time,
with 21 onshore Significant Discovery Licences awarded to date. There is no commercial natural gas production in
the Mackenzie Delta, as currently there is no pipeline or gathering system to transport production to market. As well.
pipelines have not been constructed north of Norman Wells in the Central Mackenzie Valley and will be required 1o
move liquid hydrocarbons discovered north of Norman Wells to market.

MGM Energy’s operations in the Mackenzie Delia have been focuscd on exploration activities on the Farm-in
Properties under the Farm-in Agreement. Chevron Canada Limited (“Chevron™) was the prior operator of the Farm-
in Properties, and provided contract operator services to MGM Energy through the 2006/07 winter drilling season.
Effective April 1, 2007 MGM Energy assumed the role of operator of the Farm-in Properties from Chevron.

Under the Farm-in Agreement:

e  MGM Enecrgy can earn a staged 50 percent interest in the Farm-in Properties by drilling 11 wells within a
four year period and making certain lease continvation payments, The aggregate of such lease continuation
payments is expected to be at least $11 million although it may range up to $21 million {of which $11 million
has been paid to date and the balance, if any, is to be paid in 2010). If all of the drilling commitments under
the Farm-in Agreement are satisfied, MGM Energy will also earn a 50 percent interest in three discoveries
previously made in the Mackenzic Delta by the counterparties to the Farm-in Agreement;




e  Of the 11 wells, MGM Energy must drill at least five test wells; two of which have been drilled during the
2006/2007 drilling season, and three wells planned for the 2007/2008 winter drilling season. Once the five
test wells have been drilled, MGM Energy may elect to stop further drilling and earn a reduced interest in the
Farm-in Properties and no interest in the three discoveries. In that event, MGM Energy would remain
responsible for the continuation payments and seismic commitment; and

s Approximately $50 million of seismic must be acquired.

Paramount continued to be jointly and severally liable for the obligations of MGM Energy under the Farm-in
Agreement (o the exient that such obligations were not satisfied by MGM Energy so long as MGM Energy was an
“affiliate” of Paramount as referred to in the Farm-in Agreement. As a result of equity issuances by MGM Energy
during 2007, MGM Energy and Paramount are no longer “affiliates” as defined in the Farm-in Agreement.

Colville Properties

The Colville Lake area in the Central Mackenzie Valley, Northwest Territories has been the focus of natural gas
exploration since the 1970s. Paramount made (wo new discoveries (at Nogha and Maunoir) in the area. There is no
commercial oil or natural gas production in the Colville Lake area or the Mackenzie Valley, as currently there is no
pipeline or gathering system to transport production.

The Colville Properties cover approximately 600,000 hectares (approximately 385,000 hectares net). During the
first nine months of 2007, there were no activities undertaken by MGM Energy with respect 1o the Colville
Properties, however MGM Energy plans to conduct a seismic program in the first quarier of 2008,

Umiak Assets

On May 30, 2007 MGM Energy closed an acquisition of petroleum and natural gas assets located primarily in the
Mackenzie Delta and elsewhere in the Northwest Territories {the “Umiak Assets”) for an aggregate cost of $172.7
million, subject to final adjustments. MGM Energy assigned the entire amount of the purchase price 10 petroleum
and natural gas properties and recognized a $1.4 million asset retirement obligation related to those assets.

The Umiak Assets consist of a 60 percent working interest in the Umiak discovery in the Mackenzie Delta, a 60
percent working interest in federal Exploration Licence #434, substantial seismic data, interests in 14 significant
discovery licences both onshore and offshore in the Mackenzie Delta and other assets censisting principally of
material and equipment.

The Umiak discovery is located approximately 15 kilometres to the east of Imperial Qil’s Taglu field, one of the
anchor fields for the Mackenzie Valley pipeline project. MGM Energy believes that Umiak itself is of sufficient
size to support a stand-alone development.

Proposed Mackenzie Valley Pipeline

The Mackenzie Valley pipeline is a proposed 1,220 kilometre pipeline and gathering system to transport natural gas
from existing and currently undiscovered natural gas fields in the Mackenzie Delta through the Mackenzie Valley to
North American markets.

Imperial Gil Resources Ventures Limited, on behalf of itself and ConocoPhillips Canada (North) Limited, Shell
Canada Limited, ExxonMobil Canada Properties and the Aboriginal Pipeline Group, has submitted applications to
the National Energy Board for regulatory approvals required for the Mackenzie Valley pipeline as well as
applications to the boards, panels and agencies responsible for assessing and regulating energy developments in the
Northwest Territories. Applications were submitted beginning in October 2004. The pipeline proponents have




publicly stated that they will make a decision on whether to proceed with pipeline construction after receiving
regulatory approval. Approvals in respect of the required applications are required before ficldwork can begin on the
Mackenzie Valley pipeline.

Preliminary plans target construction of the pipeline over four years once all necessary permits, licenses and
authorizations have been obtained.

Paramount has publicly stated that it supports the construction of the Mackenzie Valley pipeline and has been
involved in certain of the hearings in respect of the pipeline. MGM Energy has adopted the statements and evidence
of Paramount in this regard. In October, 2007, MGM Energy announced the signing of a Capacity Request
Agreement with the owners of the Mackenzie Gathering System ("MGS™). This agreement provides MGM Energy
with 200 mmcf/day of capacity on the MGS, which will feed into the Mackenzie Valley pipeline. In addition, the
Capacity Request Agreement gives MGM Energy the option to own a share of the MGS.

If construction of the Mackenzie Valley pipeline and related gathering systems is deferred, delayed or not approved,
MGM Energy will examine its available options to transport its natural gas to market, including the staged

construction by the Company or the support by the Company for the construction by others of alternate pipeline and
gathering systems.

Results of Operations
Statement of Income (Loss) — Selected [tems

Three Months Ended Nine Months Ended
{3 thousands) September 30/07 _ September 30/06'"  September 30/07 __ September 30/06""
Interest income 1,091 - 1,771 -
Expenses
General and administrative 1,522 220 4,353 349
Stock-based compensation 750 (15 2,180 (5
Pipeline regulatory and access 166 - 426 -
Exploration 2,154 1 2,970 146
Lease rental 789 - 789 -
Dry hole expense (2,156) - 34,241 -
Interest and financing charges 40 - 136 -
Accretion and depreciation 97 6 194 20
Future income tax recovery (442) (3) (12,497) (649)
Net Income (loss) (1,829) (109) (3L,021) 139

Y Amounts included in the table above for the three and nine months ended September 30, 2006 have been presented on a carve-out basis

from Paramount as if MGM Energy had operated as o stand-alone entity subject to Paramount’s control, No significant activities took place with
respect 1o the Colville Properties or Ancillary Asset during the three and nine months ended September 30, 2006, Sce the cautionary note above
under the heading “Overview".

Interest Income - MGM Energy carned interest income from short-term investments of $1.1 million for the three
months ended September 30, 2007, (nine months ended September 30, 2007 — $1.8 million). These short-term
investments bear interest at rates between 4.35 percent and 5.10 percent per annum and have original maturities of
three months or less. The increase in interest income from $0.4 million in the second quarter of 2007 was due to the
investment of the proceeds of the August 3, 2007 equity issue pending expenditures related to the Company’s
2007/08 capital program.



General and Administrative Expense - General and administrative expense for the three months ended September
30, 2007 totalled $1.5 million (nine months ended September 30, 2007 — $4.4 million) and included a number of
costs relating to the establishment of MGM Energy's operations as a public company and its compliance with
regulatory requirements.

Stock-based Compensation Expense - Stock-based compensation expense for the three months ended September
30, 2007 totalled $0.8 million, which included expenses of $0.2 million recognized by MGM Energy (nine months
ended Septernber 30, 2007 — $0.5 million) in respect of stock options previously granted by Paramount to certain
employees and officers of MGM Energy.

Pipeline Regulatory and Access Expense — Pipeline regulalory and access expense for the three months ended
September 30, 2007 totalled $0.2 million, (nine months ended September 30, 2007 — $0.4 million} and included
costs associated with regulatory hearings and access on the planned Mackenzie Valley pipeline.

Exploration Expense - Exploration expense of $2.2 million for the three months ended September 30, 2007
consists primarily of pre-work of the 2008 winter seismic program, the purchase of 2D seismic over one of MGM
Energy's areas and processing costs for existing seismic data. Exploration expense for the nine months ended
September 30, 2007 was $3.0 million. All of the exploration costs are expensed as incurred under the successful
efforts method of accounting.

Lease Rental - Lease rental expense for the three months ended September 30, 2007 totailed $0.8 million, (nine
months ended September 30, 2007 — $0.8 miltion) and included costs associated with lease continuation expenses in
the Mackenzie Delta area.

Dry Hole Expense - Dry hole expense of $34.2 million for the ninec months ended September 30, 2007 related
entirely to costs associated with the 2006/2007 winter drilling program at Kumak 1-25 and Unipkat M-45. The dry
hole recovery of $2.2 million recorded for the three months ended September 30, 2007 resulted from a change in the
estimated final cost of the 2006/2007 winter drilling program.

Interest and Financing Charges - Interest and financing charges include a one-time fee for set-up of the Demand
Facility and charges for letters of credit.

Capital Expenditures

2007
{8 thousunds) Jan1-11" Jan 12—Mar3l  April | —June 30 July 1 - Sept 30 Total
Drilling and logistics 3,177 28,576 825 6,015 38,592
Land ; ; 173,750 10244 183,994
Geological and geophysical - 432 384 2,154 2971
Other - 11 28 522 661
Total 3,177 29,119 174,987 18935 226,218

"' Capilal expenditures for the period January 1, 2007 to January §1, 2007 have been presented on a carve-out basis from Paramount as if

MGM Energy had operated as a stand-alone entity subject 1o Paramount's control prior to January 12, 2007. See the cautionary note above
under the heading "Overview”.

The majority of the drilling and logistics costs for the nine months ended September 30, 2007 relate to MGM
Energy’s 2007 winter drilling program for the Farm-in Properties, with two wells being drilled on Exploration
Licence #394 lands: “Kumak [-25” and “Unipkat M-45", Neither well appeared to contain commercial quantities
of hydrocarbons. As a result, Kumak I1-25 well was cased and suspended without further testing and Unipkat M-45
well was abandoned. The total estimated cost incurred in 2007 in respect of these wells was $29.6 million; $3.2
million of such costs being incurred between January 1, 2007 and January 11, 2007 when Paramount owned the




rights and obligations under the Farm-in Agreement. There was a dry hole expense recovery of $2.2 million
recorded for the three months ended September 30, 2007 resulting from a change in the estimated final cost of the
2006/2007 winter drilling program.

During the three months ended September 30, 2007, there were $8.2 million of drilling and logistics costs related to
the 2008 winter drilling program of three wells on the Farm-in properties. Although the drilling program is
restricted to those months of the year when the ground is frozen, most of the consumable items used in the drilling
process, such as tubing, casing and drilling mud were purchased and barged to the staging areas prior to the freezing
of the rivers. Drilling and logistics costs in the third quarter related primarily to the purchase of these consumables
and transportation costs.

On May 30, 2007 MGM Energy purchased the Umiak Assets for an aggregate cost of $172.7 million subject to final
adjustments, with all of the costs charged to land costs. In addition, during the three months ended September 30,
2007, there was a $10 million payment made by MGM Energy on the Mackenzie Delta Farm-in Property which was
capitalized to land costs.

Geological and geophysical expenditures incurred during the three months ended September 30, 2007 relate to pre-
work of the 2008 winter seismic program, the purchase of 2D seismic over one of MGM Energy’s areas and
processing costs for existing seismic data. These expenditures are treated as exploration expense on the Statement
of Income (Loss) under the successiu! efforts method of accounting, but are included in the capital expenditure for
the purpose of Statement of Cash Flows.

Liquidity and Capital Resources

As at September 30, 2007, MGM Energy had a working capital surplus of $114.9 million, as compared to a working
capital surplus of $28.9 million at June 30, 2007. The increase in the working capital was the result of the equity
issue completed on August 3, 2007. The gross proceeds of the equity issue were $111.5 million with net proceeds of
$106.6 million, MGM Energy invests its cash resources in a variety of investments in accordance with the
Company’s investment policy. At September 30, 2007, MGM Energy had no investments in asset-backed
commercial paper.

As a result of the equity issue, management believes that MGM Energy has adequate cash resources to fund the
2007/2008 winter drilling and seismic programs.

On May 15, 2007, MGM Energy entered into a $20 million senior secured revolving demand facility with a
Canadian bank (the “Demand Facility”). Borrowings under the Demand Facility bear interest at floating rates based
on the lender’s prime rate or banker's acceptance rate, at the discretion of MGM Energy, plus an applicable margin.
The terms of the Demand Facility require, on a quarterly basis, MGM Energy to repay the Demand Facility or have
funds available in cash or short-term investments at least equal to drawings under the facility for a period of al least
three consecutive business days, At September 30, 2007, there was no berrowings under the Demand Facility,
however, there were outstanding letters of credit towalling approximately $13.5 million. These letters of credit have
not been drawn; however, they reduce the amount available to MGM Energy under the Demand Facility.

At October 31, 2007, MGM Energy had 128.9 million Common Shares issued and outstanding and 3.1 million stock
options outstanding, none of which are exercisable.




Contractual Obligations

MGM Energy has the following contractua! obligations as at September 30, 2007:

Recognized

in financial Less than | After 5
{3 thousands) statements Year 1-3vyears 4-5years years Total
Asset retirement obligations Yes- Partially - 25 - 6,400 6,425
Obligations under leases No 656 1,624 1,811 1,585 5,676
Capital spending commitment ! No 85,000 25,000 63,000 - 173,000
Total 85,656 26,649 64,811 7,985 185,101

" Includes MGM Energy drill rig commitment during the first quarter of 2008 and minimum work commitments under Exploration Licences
and the Mackenzie Delta Farm-in.

MGM Energy is obligated under cemain Northwest Territories Exploration Licences to fulfill minimum work
commitments totaling $54 million over the next five years. As a condition of the Exploration Licences, the
Company was required to post security of 25 percenl of these work commitments via letters of credit. The posted
security is released in proportion to the actual work expenditures over the life of Exploration Licence.

Related Party Transactions

Paramount Resources Ltd.

At September 30, 2007, Paramount held 21.5 million common shares of MGM Energy, representing 16.7 percent of
the issued and outstanding commen shares of MGM Energy at such time. In addition to the common shares of
MGM Erergy held by Paramount, MGM Energy and Paramount have certain common members of management and
directors. The following provides a summary of the related party transactions between MGM Energy and
Paramount:

»  MGM Energy acquired the Spinout Assets from Paramount pursuant 1o the MGM Spinout, as is more fully
described in Note | (Structure and Formation of the Company) to the interim unaudited financial statements,
The transaction was accounted for using the carrying value of the property transferred, with the exception of
Ancillary Asset. MGM Energy repaid the $12.0 million principal amount demand promissory note and
accrued interest during the first quarter. I[n addition, Paramount repaid a $0.2 million principal amount
demand promissory note due to MGM Energy.

e Paramount provided certain operational, administrative, and other services to MGM Energy and funded on
MGM Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant to a services
agreement dated January 12, 2007 {the “Services Agreement”). Under the Services Agreement, MGM Energy
pays Paramount its reasonable costs incurred in providing services to MGM Energy plus 10 percent of such
costs. For the nine months ended September 30, 2007, Paramount funded $1.0 million of capital expenditures
related to the Farm-in Agreement on MGM Energy’s behalf. In addition, MGM Energy recorded costs billed
by Paramount of $1.7 million in respect of the costs of the MGM Spinout and other set-up costs benefiting
MGM Energy. These transactions were recorded in these Financial Statements at their exchange amounts.

¢ For the nine month period ended September 30, 2007, other amounts billed by Paramount under the Services
Agreement totaled $1.1 million, including a 10 percent charge of approximately $0.1 million, ($0.4 million
for the three month period end September 30, 2007, including the 10 percent charge).

¢ As a result of the MGM Spinout, certain employees and officers of MGM Energy hold stock options
previously issued by Paramount. The stock-based compensation expense relating to these options for the
period January 12, 2007 to September 30, 2007 totaled $0.5 million ($0.2 million for the three month period
ended September 30, 2007) and has been included in stock-based compensation expense.




Other

During February 2007, MGM Energy completed a private placement to certain directors of MGM Energy of
160,000 flow-through Common Shares at a price of $6.25 per share and 210,000 Common Shares at a price of $5.00
per share, each accompanied by one Longer Term Warrant, for aggregate gross proceeds of $2,050,000,

Certain directors and officers of MGM Energy participated in the May 30, 2007 Common Share issuance,
purchasing 5,612,000 Common Sharcs and 2,364,935 Common Shares issucd on a flow-through basis for aggregate
gross proceeds 10 MGM Energy of $26.5 miilion.

Paramount Resources participated in the August 3, 2007 Common Share issuance, purchasing 3,270,000 Common
Shares for gross proceeds of $9.0 million. An officer and director of MGM Energy purchased 1,740,000 Common
Shares on a flow-through basis for gross proceeds of $6.0 million through the August issuance.

During the three months ended September 30, 2007, MGM Energy purchased, at fair market value, office furniture
and fixtures from Trilogy Energy Trust for $0.4 million. Trilogy Energy Trust is a related party to MGM Energy
due to Paramount’s ownership interest in both parties.

Summary of Quarterly Results

(8 thousands, except as noted) 2007 2006 2005
Q3 Q2 Ql Q4 Q3 Q2 Q1 Q4
Total Revenue'” 1,091 427 253 | - - . - -
Net Income (Loss) " (1,829) (1,849)  (27,343) (2,915) (109) 545 297y (i5,185)
Per share - ($/share) “** 0.02) {0.03) (1.57) n/a n/a n/a nfa nfa

™ Total Revenue consists of interest income.

A The quarterly information prior 1o January 12, 2007 was prepared on a carve-out basis from Paramount as if MGM Energy had operated as

a stand-alone entity subject to Paramount’s control, Readers are refemred to the caotionary note above under the heading “Overview™.

™ Loss per share for all 2005 and 2006 periods is not presented as the results of operation have been presented on a carve-out basis.

' Basic and diluted.

Recent Accounting Pronouncements
Capital Disclosures and Financial Instruments - Disclosure and Presentation

Beginning in 2008, MGM Energy will be required to adopt new accounting standards for Capital Disclosures and
Financial Instruments — Disclosure and Presentation. The new standards require companies to disclose their
objectives, policies and procedures for managing capital, as well as whether externally imposed capital requirements
have been complied with and enhanced disclosure risks associated with financial instruments, including how these
risks are managed.




Advisories
Forward-looking Statements and Estimates

Certain statements included in this document constitute forward-looking statements under applicable securities
legislation, Forward-looking statements or information typically contain or can be identified by statements which

nom non ()

include words such as "anticipate”, "assume", "based”, "believe”, "can”, "continue”, "depend”, "estimate”, "expect”,

woom non non

"forecast”, "if”, "intend”, "may", "plan”, "project”, "propose”, "result", "upon", "will", "within" or similar words
suggesting future oulcomes or statements regarding an outlook. Forward-tooking statements or information in this
document include but are not limited o estimates of future capital expenditures, business strategy and objectives,
exploration, development and production plans and the timing thereof, operating and other costs, and expectations as
1o how MGM Energy's working capital requirements and planned 2007/2008 capital program will be funded.

Such forward-looking statements or information are based on a number of assumptions which may prove to be
incotrect. Assumptions have been made regarding, among other things:
® the abiiity of MGM Energy to obtain required capital 1o finance its exploration, development and operations;

® the ability of MGM Energy to obtain equipment, services, supplies and personnel in a timely manner and at an
acceplable cost to carry out its activities;

3 the ability of MGM Energy to market its oil and natural gas successfully to current and new customers,
®  the ability of MGM Energy to transport its oil and natural gas successfully to market;

® the timing and costs of Mackenzie Valley pipeline and facility construction and expansion and the ability of
MGM Energy to secure adequate product transportation;

®  the ability of MGM Energy to obtain drilling success consistent with expectations;
=  the timely receipt of required regulatory approvals; and
®  future oil and gas prices.

Although MGM Energy believes that the expectations reflected in such forward-looking statements or information
are reasonable, undue reliance should not be placed on forward-looking statements because MGM Energy can give
no assurance that such expectations will prove to be correct. Forward-looking statements or information are based
on current expectations, estimates and projections that involve a number of risks and uncertainties which could
cause actual results to differ materially from those anticipated by MGM Energy and described in the
forward-looking statements or information. These risks and uncertainties include but are not limited to:

= the ability of MGM Energy’s management to execule its business plan;

= delays in and/or abandonment of the Mackenzie Valley Pipeline project;

= the risks of the oil and gas industry, such as operational risks in exploring for, developing and producing crude
oil and natural gas and market demand,

" the ability of MGM Energy to obtain required capital to finance its exploration, development and operations and
the adequacy and costs of such capital;

®  fluctuations in oil and gas prices, foreign currency exchange rates and interest rates;
®  risks and uncertainties involving the geology of oil and gas deposits;

®  the uncertainty of reserves estimates and reserves life;

®  the uncertainty of resource estimates and resource life:

® the uncertainty of estimates and projections relating to exploration and development costs and expenses;
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®  the uncertainty of estimates and projections relating to future production and the results of exploration,
development and drilling;

®  potential delays or changes in plans with respect to exploration or development projects or capital expenditures;
= MGM Encrgy's ability to enter into or renew leases;

®  health, safety and environmental risks;

= MGM Energy's ability to secure adequate product transportation;

®  the ability of MGM Energy to add production and reserves through development and exploration activities;

®*  weather conditions;

= the possibility that government policies or laws may change or governmental approvals may be delayed or
withheld;

®  changes in taxation laws and regulations and the interpretation thereof;

= changes in environmental and other regulations and the interpretation thereof;

B the cost of future abandonment activities and site restoration;

® the ability to obtain necessary regulatory approvals;

*  risks associated with existing and potential future lawsuits and regulatory actions against MGM Energy;
®  uncertainty regarding aboriginal land claims and co-existing with local populations;

= loss of the services of any of MGM Energy’s executive officers or key employees;

®  the requirement to fulfill obligations under the farm-in agreement assigned in connection with Paramount’s
spinout of MGM Energy;

®  the impact of market competition;
= general economic and business conditions; and

®  other risks and uncertainties described elsewhere in this management’s discussion and analysis or in MGM
Energy's other filings with Canadian securitics authorities.

MGM Energy cautions that the list of assumptions and risks set forth above is not exhaustive. Some of the risks,
uncertainties and other factors which negatively affect the reliability of forward looking information are discussed in
MGM Energy’s public filing, which are available on the SEDAR website at www sedar.com.

The forward-looking statements or information contained in this document are made as of the date hereof and MGM
Energy undertakes no obligation to update publicly or revise any forward-looking statements or information,
whether as a result of new information, future events or otherwise, unless so required by applicable securities laws.



mgm il ooy

ENERGY
CORP

FORM 52-109F2

CERTIFICATION OF INTERIM FILINGS

1, Clayton H. Riddell, Chief Executive Officer of MGM Energy Corp., certify that:

1.

Date: \\}C)U. t ;)-OO’]

PI49TT 0}

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers' Annual and Interim Filings) of MGM Energy Corp. (the
"issuer™) for the period ending September 30, 2007,

Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement
not misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

Based on my knowledge, the interim financial statements, together with the other financial
information included in the interim filings, fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the datc and for the periods
prescnted in the interim filings;

The issuer's other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer,
and we have:

{(a) designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which the interim filings are being
prepared; and

{b) designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer's internal
control over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer's internal control

over financial reporting.
T
(W e

Clayton H. Riddell
Chairman and Chief Executive Officer
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CERTIFICATION OF INTERIM FILINGS

I, Rick Miller, Chief Financial Officer of MGM Encrgy Corp., certify that:

o

Date:

2149708

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of MGM Energy Corp. (the
"issuer") for the period ending September 30, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement
not misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

Bascd on my knowledge, the interim financial statements, together with the other financial
information included in the interim filings, fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

The issuce’s other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer,
and we have:

(a) designed such disclosure controls and procedures, or caused them o be designed under
our supervision, to provide reasonable assurance that material information relating to the
tssuer, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which the interim filings are being
prepared; and

(b) designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer's internal
control over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer’s internal control
over financial reporting.

—

S o AN

Rick N. Miller
Chief Financial Officer




D ENERGY
CORP,

Interim Financial Statements (Unaudited)
As at and for the three and six months ended June 30, 2007

T

g,

h; ;i Q ab 3..

U:‘_:’tf;\. M




MGM Energy Corp.
Balance Sheets (Unaudited)

(% thousands)
For periods prior to January 12, 2007, the finarcial statements of MGM
Energy Corp., including the results of operations and cash flows, have
been prepared on a carve-but basis from Paramount Resources Lid. as is
described in Note 2, These financiol statements may not be indicative of
the results thut would have been attained if MGM Energy Corp. had
operated as a stand-alone entity for these periods.
As at As at
June 30 December 31
2007 2006
{Note 2}
ASSETS
Current assets
Cash and cash equivalents $ 3dI1m2 $ -
Accounts receivable 2,004 1,360
36,176 1,360
Property, plant and equipment (Notc 4) 243,294 70,268
Future income taxes (Notw %) 656 -
$ 280,126 $ 71628
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 7242 $ 6774
Due to Paramount Resources Lid. (Note t2) 60 -
7,302 6,774
Asset retirement obligations (Not 6) 3,093 439
Future income taxes - 3,895
10,395 11,108
Contingencies and Commitments (Note 13)
Shareholders’ Equity
Share capital (Note 7) 296,397 -
Contributed surplus 1,176 -
Net investment by Paramount Resources Ltd. (Note 2} - 60,520
Deficit (27,842) -
269,731 60,520
$ 280,126 $ 71628

See the accompanying notes to these interim Financial Statements.




MGM Energy Corp.
Statements of Income (Loss) (Unaudited)

(3 thousands, except as noted)

For pericds prior to January 12, 2007, the financial statements of MGM
Energy Comp.. including the results of operatiens and cash flows, have
been prepared on a carve-out basis from Paramount Resources Lid. as is |
described in Note 2. These financial statements may nedt be indicative -
of the results that would have becn attained if MGM Energy Corp. had

operated as a stand-alone entity for these perieds. |

Three Months Ended June 30 Six Months Ended June 30
2007 2006 2007 2006
(Note 2) {Note 2} {Noie 2}
Revenue
Interest income $ 427 - $ 680 $ -
Expenses
General and administrative (Note 12) 1,462 48 2,831 129
Stock-based compensation (Note 8) 648 (36) 1,430 110
Pipeline regulatory and access 182 - 260 -
Exploration 384 83 816 145
Dry hole - - 36,397 -
Interest and financing charges 76 - 96 -
Accretion of asset retirement obligations (Note 6) 45 7 70 14
Depreciation 27 - 27 -
2,824 102 41,927 398
Loss hefore tax {2,397) (102) (41,247 (398)
Future income tax recovery (Note 9) (548) 647 (12,055) (646)
Net income (loss) and other comprehensive income (loss) $ {1,849) 545 $ (29,192) $ 248
Net loss per Common Share ($/share) (Note 7)
Basic {0.03) (0.81)
Diluted {0.03) (0.81)
Weighted average Common Shares outstanding (thousands) (Note 7)
Basic 53,867 35929
Diluted 53,867 35929
Statements of Deficit (Unaudited)
(3 thousands)
Six Months Ended June 30
2067 2006
Deficit, beginning of period $ - -
Net income (loss) (29,192) 248
Allocation to net investment by Paramount Resources Lid. 1,350 {248}
Deficit, end of period $ (27.842) "

See the accompanying notes to these interim Financial Statements.




MGM Energy Corp.
Statements of Cash Flows (Unaudited)
(3 thousands)

For periods prior 10 January 12, 2007, the financial statements of MGM
Energy Corp.. including the results of operations and cash flows, have
been preparedt on a carve-eut basts from Parameunt Resources Ltd. as is
deseribed in Note 2. These financial statements may not be indicative of
the results that would have been attained if MGM Energy Corp. had
operated as a stand-alone entity for these periods.

Three Months Ended June 30 Six Months Ended June 30

2007 2006 2007 2006
(Note 2) (Note 2} {Note 2}
Operating activities
Net income (loss) and other comprehensive income (Joss) $ (1,849 $ 545 % (29,192) $ 248
Add (deduct):
Stock-based compensation (Note 8) 648 (36) 1,430 1
Exploration 384 83 816 145
Dry hole - - 36,397 -
Accretion of asset retirement obligations (Note 6) 45 7 70 {4
Asset retirement obligation expenditures - - (400) -
Depreciation 27 - 27 -
Future income tax recovery (Note 4 (548) (647) (12,055) (646)
Funds flow from operations (1,293) (48) (2,907) (238)
Change in non-cash working capital (Note 11) (371) (198) 268 (434)
(1,664) (246) (2,639) (672)
Financing activities
Repayment of note - - (12,000) -
Proceeds on settlement of note - - 163 -
Common shares issued, net of issuance costs (Note 7) 170,161 - 248,706 -
Net investment by Paramount Resources Lid. (Note 2) - 1,332 3,195 2,547
170,161 1,332 240,064 2,547
Investing activities
Capital expenditures (Note 4) (174,987 (1,184) (207,283) (857
Reorganization costs - - (1,000 -
Change in non-cash working capital (Nute 11) (22,419) 98 5,030 (1,018)
(197.406) {1,086) (203,253) (1,875)
Increase (decrease) in cash and cash equivalents (28,909) - 34,172 -
Cash and cash equivalents, bepinning of period 63,081 - - -
Cash and cash equivalents, end of period $ 34172 3 - $ 34172 $ -

Supplemental cash flow information (Nowe 11)

See the accompanying notes to these interim Financial Statements.
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1. Structure and Formation of the Company

MGM Energy Corp. (“MGM Energy” or the "Company”) is an independent Canadian public company, the principal
business of which is to acquire, develop, optimize, exploit and produce oil and natural gas in Northern Canada. The
Company was incorporated under the Business Corporations Act (Alberta) (the “ABCA”) on October 31, 2006 as
1278517 Alberta Ltd. On December 4, 2006, the Company’s articles were amended to change its name to “MGM
Energy Corporation” and subsequently on January 9, 2007 the articles were further amended to change its name to
“MGM Energy Corp.”

MGM Energy is considered to be a development stage enterprise, as it has yet to generate revenue from its planned
principal operations. Similar 1o other development stage enterprises, the recoverability of amounts shown for
property, plant and equipment are dependent upon the ability of the Company to obtain necessary financing for its
planned exploration and development activities and to discover, develop, transport and market economically
recoverable quantities of petroleum and natural gas.

MGM Spinout

On January 12, 2007, Paramount Resources Litd. (“Paramount™) completed a reorganization pursuant to a plan of
arrangement under the ABCA involving Paramount, its shareholders and MGM Energy (the “MGM Spinout™).

Through the MGM Spinout:

. MGM Energy became the owner of {i) rights and obligations under an area-wide farm-in agreement (the
“Farm-in Agreement”) respecting Mackenzie Delta, Northwest Territories Exploration Licence #394,
Exploration Licence #427 and Inuvik Concession Blocks | and 2 (the “Farm-in Properties™); (ii) oil and gas
properties in the Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest Territories (the
“Colville Properties™); and (iii) an interest in one well in the Cameron Hills area of the southern pertion of the
Northwest Territories (the “Ancillary Asset™), all of such property formerly being owned by Paramount
(collectively referred to as the “Spinout Assets”);

e MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million, bearing

interest at 10 percent per anoum, and 18.2 million voting Class A Preferred Shares, which note was

" subsequently repaid by MGM Energy and which shares were subsequently converted into voting common
shares of MGM Energy (“Common Shares”) on a share-for-share basis; and

¢  MGM Energy issued Paramount’s sharcholders an aggregate of approximately 2.8 million Common Shares
and approximately 14.2 million warrant units, with cach warrant unit consisting of one MGM Energy short
term warrant (each, a “Short Term Warrant™) and one MGM Energy longer term warrant {each, a “Longer
Term Warrant™).

Each warrant entitled or entitles, as the case may be, the holder to purchase one Common Share or one flow-through
Common Share as described in Note 7 (Share Capital). Each Longer Term Warrant was not exercisable, and was
not separable from the corresponding Short Term Warrant included in the warrant unit, unless the correspending
Short Term Warrant was exercised.

Paramount has the option, subject to certain conditions, 1o reacquire the Ancillary Asset from MGM Energy for $3
million, the same price that it sold such asset to MGM Energy through the MGM Spinout (the “Repurchase
Option”). Because of the nature of the Repurchase Option, for accounting purposes the Ancillary Asset is deemed
to be retained by Paramount.
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The transfer of the Spinout Assets from Paramount to MGM Energy did not result in a substantive change in
ownership of the Spinout Assets and therefore the transaction was accounted for using the carrying value of the
property transferred, with the exception of the amount recorded in property, plant and equipment in respect of the
Ancillary Asset, which was not recorded. The carrying values of assets and related liabilities transferred to MGM
Energy on January 12, 2007 were as follows:

Property, plant and equipment 5 71,859
Asset retirement obligations (439)
Note receivable 163
Accounts payable {1.000)
Future income taxes {13,369)
Net carrying value $ 57,214

The amounts recorded in MGM Encrgy's financial staternents in respect of consideration for the Spinout Assets on
January 12, 2007 were as follows:

Note payable by 12,000
Common Shares 3,508
Class A Preferred Shares 41,706
Total $ 57,214

No amounts were attributed to the Short Term Warrants or the Longer Term Warrants.

MGM Energy shared 50 percent of the costs of the MGM Spinout with Paramount. Iacluded in the net carrying
value above, is $1.0 million in respect of MGM Energy’s share of such costs. The carrying value of Class A
Preferred Shares was reduced by an equivalent amount.

2. Basis of Presentation

These Financial Statements are stated in Canadian dollars and have been prepared in accordance with Canadian
generally accepted accounting principles (“GAAP”). As described in Note 1, MGM Energy acquired its assets and
liabilitics from Paramount effective January 12, 2007 at which point the results of operations and cash flows accrue
to the Company. These Financial Statements present the historic financial position, results of operations and cash
flows of the Farm-in Properties and the Colville Properties and results of operations and cash flows of the Ancillary
Asset on a carve-cut basis from Paramount as if MGM Energy had operated as a stand-alone entity subject to
Paramount’s control prior to January 12, 2007. Because of the nature of the Repurchase Option, the Ancillary Asset
is deemed to be retained by Paramount and has not been recorded by MGM Energy, but applicable asset retirement
obligations, operating results and cash flows of the Ancillary Asset are reflected in these Financial Statements. The
book value of the excluded Ancillary Asset as at December 31, 2006 was $1.6 million.

Each of Paramount’s core areas has distinct operating staff, capital budgets and targets. Paramount also has shared
services such as drilling, facilities and construction, accounting, land administration and corporate compliance.
Historically, Paramount has maintained accounting records necessary (o support its consolidated financial statements
and for other internal and tax reporting purposes, Certain expenses, assets and liabilities applicable to the Spinout
Assets and Ancillary Asset for periods prior to January 12, 2007 can be derived directly from the accounting records
of Paramount, and it has been necessary to allocate certain items in the manner described below.
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Accounts receivable, property, plant and equipment, accounts payable and accrued liabilities, and the liability for
assel retirement obligations as at December 31, 2006 have been derived directly from the accounting records of
Paramount.

For perieds prior (o January 12, 2007 the amounts for operating costs, geological and geophysical costs, dry hole
costs, lease rental costs, accretion of asset retirement obligations and write-down of petroleum and natural gas
properties have been derived directly from the accounting records of Paramount. As the Spinout Assets have never
produced, except for limited periods of testing, there has been no revenue, royalties, transportation costs, or
depletion and depreciation in respect of such properties. Similarly, no gains or losses associated with financial
instruments related to revenue were allocated to the Spinout Assets because of their non-producing nature,

General and administrative costs incurred by Paramount for periods prior to January 12, 2007 have been allocated
on a pro rata basis using the estimated percentage of time spent by individual employees on the Spinout Assets
during the relevant period.

The income tax balances for the costs of acquiring, exploring for and developing the Spinout Assets, and the costs of
associated tangible equipment, are blended with those of Paramount's other areas. The future income tax liability as
at December 31, 2006 resulted from the utilization of specific tax pools for the purpose of satisfying certain flow-
through share commitments.

For purposes of presentation of the statement of cash flows prior to January 12, 2007, cash receipts and
disbursements were deemed to be transferred to and from Paramount’s corporate account concurrent with the
respective inflow or outflow of cash and are presented as “Net investment by Paramount Resources Ltd.”

As a result of the basis of presentation described above, these financial statements may not be indicative of
the results that would have been attained if MGM Energy had operated as a stand-alone entity prior to
January 12, 2007.

3. Summary of Significant Accounting Policies

(a) Joint Operations

A portion of MGM Energy’s activities are conducted jointly with others and accordingly, these Financial Statements
reflect only the Company’s proportionate share of any revenues, expenses, assets and liabilities.

(b) Measurement Uncertainty and Use of Estimates

The timely preparation of these Financial Statements in conformity with Canadian GAAP requires that management
make estimates and assumptions and use judgment that affects: (i) the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements; and (ii) the reported amounts of
expenses during the reported periods. Such estimates primarily relate to unsettled transactions and events as of the
date of the Financial Staterents. Actual results could differ materially from these estimates.

The amounts recorded for accretion and asset retirement obligations are based on estimates of future costs and other
relevant assumptions. By their nature, these estimates are subject to measurement uncertainty and the impact of
changes in these estimates and assumptions on the financial statements of future periods could be material.
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(c) Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term investments with original maturities of three months or
less. The short-term investments are classified as held-to-maturity and measured at amortized cost using the
effective interest method.

(d) Property, Plant and Equipment

Property, plant and equipmem are recorded at cost. MGM Encrgy follows the successful efforts method of
accounting for petroleum and natural gas operations. Under this method, acquisition costs of oil and gas properties
and costs of drilling and equipping development wells are capitalized. Costs of drilling exploratory wells are initially
capitalized. If economically recoverable reserves are not found, such costs are charged to earnings as dry hole
expense. Exploration wells are assessed annually, or more frequently as economic conditions dictate, for
determination of reserves, and as such, success. Costs of drilling expleratory wells remain capitalized when a well
has found a sufficient quantity of reserves to justify completion as a producing well and sufficient progress is being
made to assess the reserves and the cconomic and operating viability of the well. All other exploration costs,
including geclogical and geophysical costs and annual lease rentals are charged to earnings when incurred.
Producing areas and significant unproved properties are assessed annually, or more frequently as economic events
dictate, for potential impairment. Any impairment loss is the difference between the carrying value of the asset and
its fair value.

(e} Depletion and Depreciation

Capitalized costs of proved oil and gas properties are depleted using the unit of production method. For purposes of
these calculations, natural gas volumes are converied to barrels on an energy equivalent basis.

The costs of successful exploratory wells and development wells are depleted over proved developed reserves while
acquired resource properties with proved reserves are depleted over proved reserves, Acquisition costs of probable
reserves are not depleted or amortized while under active evaluation for commercial reserves. Costs become subject
to depletion as proved reserves are recognized. Other property plant and equipment are depreciated over their
estimated use lives.

Costs associated with significant development projects are not depleted until commercial production commences,
(f) Asset Retirement Obligations

MGM Energy recognizes the fair value of an asset retirement obligation in the period in which it is incurred and
when a reasonable estimate of the fair value can be made. The fair values of assel retirement obligations are
capitalized as part of the cost of the related long-lived asset and depreciated on the same basis as the underlying
asset. The accumulated asset retirement obligation is adjusted for the passage of time, which is recognized as
accretion expense in the statements of loss, and for revisions in ecither the timing or the amount of the original
estimated cash flows associated with the liability. Actual costs incurred upon settlement of the asset retirement
obligation reduce the asset retirement obligation to the extent of the liability recorded. Differences between the
actual costs incurred upon setilement of the asset retirement obligation and the liability recorded are recognized in
the period in which the settlement occurs.
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(g) Future Income Taxes

MGM Energy follows the liability method of accounting for income taxes. Under this method, future income taxes
are recognized for the effect of any difference between the carrying amount of an asset or liability reported in the
financial statements and its respective tax basis, using substantively enacted income tax rates. Accumulated future
income tax balances are adjusted to reflect changes in substantively enacted income tax rates, with adjusiments
being recognized in the results of operations in the period in which the change occurs.

{h) Flow-Through Shares

MGM Energy has financed a portion of its exploration activities through the issue of flow-through shares. As
permitted under the /ncome Tax Act {(Canada), the tax attributes of eligible expenditures incurred with the proceeds
of flow-through share issuances are renounced to subscribers. On the date that MGM Energy files the renouncement
documents with the tax authorities, a future income tax liability is recognized and shareholders’ equity is reduced,
for the tax effect of expenditures renounced to subscribers.

(i) Stock-Based Compensation

MGM Energy has granted stock options to employees and directors, the details of which are described in Note 8
(Stock-based Compensation).

MGM Energy uses the fair value method to recognize compensation expense associated with the MGM Energy
options and non-reciprocal awards of stock options previously made by Paramount to certain MGM Energy
employees and officers. Fair values are determined using the Black-Scholes-Merton option-pricing model and
relevant assumptions on the date options are granted. Compensation costs are recognized over the vesting period of
the stock options.

(g) Recent Accounting Pronouncements

Capital Disclosures

As of October 1, 2007 MGM Energy will be required to adopt a new accounting standard for Capital Disclosures.
The new standard requires companies to disclose their objectives, policies and procedures for managing capital, as
well as whether externally imposed capital requirements have been complied with.

(k) Comparative Figures

Certain comparative figures have been reclassified 10 conform to the current period’s financial statement
presentation.
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4. Property, Plant and Equipment

December 31,
June 30,2007 2006
Accumulated

Depletion and Net Book Net Book

Cost Depreciation Value Value
Petroleum and natural gas properties $ 243,182 § - % 243182 0§ 70,268
Other 139 27 112 -
$ 43,321 § 27 5 243294 $ 70,268

Included in property, plant and equipment are asset retirement costs, net of accumulated depletion and depreciation,
of $2.3 million (2006 -$0.2 million). As the Company is in the development stage, all capitalized costs associated
with non-producing petroleum and natural gas properties are currently not subject to depletion.

On May 30, 2007 MGM Energy closed an acquisition of petroleum and natural gas assets located primarily in the
Mackenzie Delta and elsewhere in the Northwest Territories for an aggregate cost of $172.7 million, subject to final
adjustments. MGM Energy assigned the entire amount of the purchase price to petroleum and natural gas properties
and recognized a $1.4 million asset retirement obligation related to those assets.

Continuity of Suspended Exploratory Well Costs

June 30, December 31,
2007 2006
Balance, beginning of period $ 70,268 $ 65,001
Additions pending the determination of proved reserves 1,045 5,267
Well costs charged to dry hole expense (3,989) -
Balance, end of period $ 67,324 3 70,268
Aging of Capitalized Exploratory Well Costs
June 30, December 31,
2007 2006
Exploratory well costs capitalized for a period of one year or less $ 2,712 $ 5,267
Exploratory well costs capitalized for a period of greater than one year 64,612 65,001
Balance at end of period $ 67,324 3 70,268
Number of projects that have exploratory well costs that have been
capitalized for a period greater than one year 10 9

At June 30, 2007, $67.3 million of costs capitalized as petroleum and natural gas properties are comprised of capital
costs for suspended wells related to the Colville Lake Properties and the Farm-in Properties. The commerciality of
the gas related 1o such properties is being evaluated in conjunction with the planned drilling program and anticipated
timing for construction of the Mackenzie Valley Pipeline.

S. Demand Facility

On May 15, 2007, MGM Energy entered into a $20 miilion senior secured revolving demand facility bearing interest
at the lender’s prime rate or banker's acceptance rate, at the discretion of MGM Energy, plus an applicable margin.
MGM Energy is required repay the facility or to have funds available in cash or short-term investments at least equal
to the drawings on the facility for a period of three consecutive business days each quarter. At June 30, 2007, there
was no debt outstanding on the facility.
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At June 30, 2007, MGM Energy had letters of credit outstanding of $13.5 million. These letters of credit have not
been drawn; however, they reduce the amount available to MGM Energy under the facility.

6. Asset Retirement Obligations

Six Months Ended
June 30, 2007
Asset retirement obligations, beginning of period $ 439
Liabilities incurred 926
Liabilities assumed with Umiak propertics 1,422
Revisions in estimated cost of abandonment 636
Liabilities settled (400)
Accretion expense 70
Asset retirement obligations, end of period $ 3,093

The total future asset retirement obligation was estimated by management based on MGM Energy’s net ownership
in all wells, estimated work to reclaim and abandon the wells, and the estimated timing of the costs to be incurred in
future periods. The undiscounted cash flows estimated to settle the asset retirement obligations associated with
MGM Energy’s oil and gas properties at June 30, 2007 are $6.4 million (December 31, 2006 - $0.6 million). The
majority of these obligations are not expected to be settled for several years, or decades, and have been discounted
using credit-adjusted risk-free rates between 7 7/8 percent and 10 percent.

7. Share Capital
Authorized

MGM Energy’s authorized capital is comprised of an unlimited number of Commen Shares, 18.2 million voting
Class A Preferred Shares convertible to Common Shares on a one-for-one basis without any further consideration
and an unlimited number of preferred shares, issuable in series (“Preferred Shares™). All Class A Preferred Shares
were converted into Common Shares on a one-for-one basis on Febroary 16, 2007,

The Preferred Shares are issuable in one or more series. The Board of Directors of MGM Energy may determine the
designation, rights, privileges, restrictions and conditions attached to each series of Preferred Shares before the issue
of such series. The Preferred Shares will be entitled to a preference over Common Shares with respect to the
payment of dividends and the distribution of assets of the Company in the event of the liquidation, dissolution or
winding up of the Company.

Issued and Quistanding

Common Shares Shares Amount

Balance, December 31, 2006 | 3 0
Issued on MGM Spinout 2,832,673 3,508
Cancelled on MGM Spinout n 0
Issucd on exercise of Short Term and Longer Term Warrants 13,824,161 76,504
Conversion of Class A Preferred Shares 18,200,000 41,706
Issued for cash 55,088,150 180,670
Share issuance costs, net of tax benefit - (5,991}

Balance, June 30, 2067 89,944,984 $ 296,397
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In February 2007, MGM Energy completed a private placement of 210,000 Common Shares at $5.00 per share and
160,000 Common Shares issued on a flow-through basis at $6.25 per share, with each Common Share accompanied
by onc Longer Term Warrant. The gross proceeds of this issuc were $2.1 million.

In May 2007, MGM Energy issued 42,726,193 Common Shares at $3.10 per share and 11,991,957 Common Shares
issued on a flow-through basis at $3.85 per share, for gross proceeds of $178.6 million.

Class A Preferred Shares Shares Amount

Balance, December 31, 2006 - 3 -
Issued on MGM Spinout 18,200,000 41,706
Converted to Common Shares (18,200,000) (41,706)

Balance, June 30, 2007 - $ -

On February 16, 2007 all of the issued and outstanding Class A Preferred Shares were converted into 18.2 million
Common Shares.

Short Term Longer Term
Outstanding Warrants Warrants Warrants
Balance, Jan I, 2007 - _
Issued on MGM Spinout 14,163,365 14,163,365
Issued on Private Placement - 370,000
Exercised (13,824,141) 20
Expired (339,224) (339,224)
Balance, June 30, 2007 - 14,194,121

Each Short Term Warrant entitled the holder thereof to acquire, at the holder’s option, either (i) one Common Share
at a price of $5.00; or (i) one flow-through Commeon Share at a price of $6.25 and was exercisable until February
16, 2007. A total of 7.9 million Short Term Warrants were exercised for Common Shares and 5.9 million Short
Term Warrants were exercised for flow-through Common Shares for aggregate gross proceeds to MGM Energy of
$76.5 million.

As a result of the exercise of the Short Term Warrants, 13.8 million Longer Term Warrants were separated from the
corresponding Short Term Warrants and became exercisable. Each Longer Term Warrant entitles the holder thereof
to acquire, at the holder’s option, either (i) one Common Share at a price of $6.00; or (ii) one flow-through Common
Share at a price of $7.50. The Longer Term Warrants expire on September 30, 2007.

Per Share Information
Prior period share information is not presented as the results of operation have been presented on a carve-out basis.

8. Stock-Based Compensation
MGM Energy Options

MGM Energy has a stock option plan (the “Plan™) that enables the Board of Directors or its Compensation
Committee to grant to key MGM Energy employees and directors options to acquire Common Shares of the
Company. The exercise price of an option is no lower than the closing market price of the Common Shares on the
day preceding the date of grant. Upon exercise of options under the Plan, optionholders receive either (i) a share
certificate for the Common Shares; or (ii) a cash payment in an amount equal 1o the positive difference, if any,
between the market price and the exercise price of the number of Common Shares in respect of which the option is
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exercised {a “Cash Surrender”). MGM Energy, howcver, can refuse to accept a Cash Surrender and therefore
require that the holder exercise their vested options for cash and acquire Common Shares.

MGM Energy Options
Weighted
Average
Exercise Price Options
($/share)

Balance, January |, 2007 $ - -
Granted on MGM Spinout 5.00 1,248,000
Granted 3.76 230,000

Balance, June 30, 2007 $ 4.81 1,478,000

Options exercisable, June 30, 2007 $ - -

Additional information about MGM Energy's stock options outstanding at June 30, 2007 is as follows:

Qutstanding Exercisable
Weighted
Average
Contractual
Exercise Prices Number Life Number
($ / share) {vears)
$295 30,000 4.40 -
$3.17 100,000 425 -
$4.60 100,000 375 -
$5.00 1,248,000 375 -
Total 1,478,000 3.80 -

The fair value of each option granted is estimated on the grant date using the Black-Scholes-Merton option-pricing
model with weighted average assumptions for grants as follows:

For the six months ended June 30, 2007

Weighted average fair value of options granted ($/option) $ 2.15
Risk-free interest rate 4.07%
Expected lives (years) 4.3
Expected volatility 0.50
Annual dividend per share ($/Common Share) $ 0.00

Non-Reciprocal Awards to MGM Energy Employees

MGM Energy recognized compensation expense of $0.3 million for the period January 12, 2007 to June 30, 2007 in
respect of non-reciprocal awards of stock options toe MGM Energy employees previously made by Paramount. This
amount was credited to contributed surplus.
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9, Income Taxes

The following table reconciles income taxes calculated at the Canadian statutory rate to MGM Energy’s recorded
future tax recovery:

Three Months Ended Six Months Ended
June 30, 2007 June 30, 2007
Loss before tax $ (2,397) $ (41,247)
Effective Canadian statulory income tax rale 31.00% 31.00%
Expected tax recovery $ (743) $ (12,787)
Increase {decrease) resulting from:
Statutory and other rate differences 22 34
Effect of tax rate change 3n @3n
Net investment by Paramount Resources Ltd. - 63
Stock based compensation 200 364
Other 4 7
Future tax recovery $ (548) $ (12,055)
Components of Future Income Tax Asset:
June 30, 2007
Property, plant and equipment — carrying value in excess of tax basis $ (3,858)
Asset retirement obligations 905
Loss carry forwards 1,322
Other 2,287
Future income tax asset $ 656

10. Financial Instruments

Interest rate risk
MGM Erergy is exposed to interest rate risk to the extent that changes in market interest rates impact MGM
Energy’s short term deposits that have floating interest rates and to the extent borrowings are made under the debt

facility.

11.  Changes in Non-cash Working Capital

Three Months Ended June 30 Six Months Ended June 30
2007 2006 2007 2006
Accounts receivable $ 1,529 $ n % 2,004) % (289)
Accounts payable and accrued liabilities {20,400) (99) 7,242 (1,163}
Due to related parties {861) - 60 -
$ {22,790} $ (100) $ 5298 § (1,452)
Operating activities $ a7 % (198) $ 268 % (434)
Investing activities (22.419) 9§ 5,030 (L.018)
$ (22,790 § (100) $ 5298 % (1,452)
-10 -
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Supplemental cash flow information

Three Months Ended June 30 Six Months Ended June 30
2007 2006 2007 2006

Interest paid $ - $ - $ 20 %
Taxes paid $ - 3 - $ - 3

12.  Related Party Transactions

Paramount Resources Ltd.

At June 30, 2007, Paramount held 18.2 million common shares of MGM Energy, representing 20.2 percent of the
issued and outstanding common shares of MGM Energy at such time. In addition to the common shares of MGM
Energy held by Paramount, MGM Energy and Paramount have certain common members of management and
directors. The following provides a summary of the related party transactions between MGM Energy and

Paramount:

¢  MGM Energy acquired the Spinout Assets from Paramount pursuant to the MGM Spinout, as is more fully
described in Note 1 (Structure and Formation of the Company). The transaction was accounted for using the
carrying value of the property transferred, with the exception of Ancillary Asset. MGM Energy repaid the
$12.0 million principal amount demand promissory note and accrued interest during the first quarter. In
addition, Paramount repaid a $0.2 million principal amount demand promissory note due to MGM Energy.

*  Paramount provided certain operational, administrative, and other services 1o MGM Energy and funded on
MGM Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant to a services
agreement dated January 12, 2007 (the “Services Agreement™). Under the Services Agreement, MGM Energy
pays Paramount its reasonable costs incurred in providing services to MGM Energy plus 10 percent of such
costs. For the six months ended June 30, 2007, Paramount funded $1.0 miilion of capital expenditures related
to the Farm-in Agrecment on MGM Energy’s behalf, In addition, MGM Energy recorded costs billed and
expected Lo be billed by Paramount of $1.7 million in respect of the costs of the MGM Spinout and other sei-
up costs benefiting MGM Energy. These transactions were recorded in these Financial Statements at their

exchange amounts.

. For the six month period ended June 30, 2007, other amounts billed by Paramount under the Services
Agreement totaled $0.7 million, including a 10 percent charge of approximately $0.1 million, ($0.5 million

for the three month period end June 30, 2007, including the 10 percent charge).

¢ As a result of the MGM Spinout, certain employees and officers of MGM Energy hold stock options
previously issued by Paramount. The stock-based compensation expense relating to these options for the
period January 12, 2007 to June 30, 2007 totaled $0.3 million ($0.2 million for the three month period ended

June 30, 2007) and has been included in stock-based compensation expense.

Other

During February 2007, MGM Energy completed a private placement to certain directors of MGM Energy of
160,000 flow-through Common Shares at a price of $6.25 per share and 210,000 Common Shares at a price of $5.00

per share, each accompanied by one Longer Term Warrant, for aggregate gross proceeds of $2,050,000.

- 11 -
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Certain directors and officers of MGM Energy participated in the May 30, 2007 Common Share issuance,
purchasing 5,612,000 Common Shares and 2,364,935 Common Shares issued on a flow-through basis for
aggregate gross proceeds to MGM Energy of $26.5 million.

13.  Contingencies and Commitments

(a) Commitments

During 2006, Paramount entered into an area wide farm-in agreement respecting the Farm-in Properties. On January
12, 2007, Paramount assigned all of its rights and obligations under the Farm-in Agreement to MGM Energy
through the MGM Spinout.

Under the Farm-in Agreement:

*  MOGM Energy can earn a staged 50 percent interest in the Farm-in Properties by drilling 11 wells within a
four year period and making certain lease continuation payments, the aggregate of which is expected to be
311 million although it may range up to $21 miltion (of which $11 million is to be paid before the end of
2007 and the balance, if any, is to be paid between 2008 and 2010);

*  Approximately $50 million of 3D seismic must be shot;

»  If all of the drilling commitments under the Farm-in Agreement are satisfied, MGM Energy will also earn a
50 percent interest in three discoveries previously made in the Mackenzie Delta by the counterparties to the
Farm-in Agreement; and

*  Of the 11 wells, MGM Energy must drill at least five test wells; two of which have been drilled during the
2006/2007 drilling season, and three wells during the 2007/2008 winter drilling season. MGM Energy
currently estimates that the cost of drilling the minimum three wells during the 2007/2008 winter drilling
season will be approximately $60 million. Once the five exploratory wells have been drilled, MGM Energy
may elect to stop further drilling and earn a reduced interest in the Farm-in Properties. In that event, MGM
Energy would remain responsible for the continuation payments and seismic commitment referenced above.

MGM Energy obtained its rights and obligations under the Farm-in Agreement by assignment from Paramount as
part of the MGM Spinout. Notwithstanding the assignment, Paramount continues to be jointly and severally liable
for the obligations of MGM Energy under the Farm-in Agreement to the extent such obligations are not satisfied
by MGM Energy. MGM Energy is required to satisfy all of the Farm-in Agreement obligations of Paramount and
10 take whatever steps are necessary Lo raise sufficient funds to meet such obligations. If MGM Energy is unable
io satisfy its Farm-in Agreement obligations and Paramount is thereby required Lo satisfy such obligations, MGM
Energy will be obligated to repay to Paramount, on a demand basis, all amounts expended by Paramount to satisfy
such obligations. Any amount owing to Paramount will bear interest at Paramount’s cost of capital at the time of
expenditure, plus one percent, and will be secured by a charge over all of MGM Energy’s assets.

At June 30, 2007, MGM Energy has the following commitments;

2007 2008 2009 2010 2011 After 2011
Capital spending commitments $ 10,000 $ 60,000 $ 50,000 - $ 32,000 -
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NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

(3 thousands, except as noted)

MGM Energy is obligated under certain Northwest Territories Exploration Licenses to fulfill minimum work
commitments totaling $32 million over the next five years. As a condition of the Exploration Licenses, the
Company was required 1o post security of 25 percent of these work commitments via letters of credit. The posted
security is released in proportion 10 the actual work expenditures over the life of Exploration License.

Contingencies

MGM Energy indemnifies its directors and officers against any and all claims or losses reasonably incurred in the
performance of their service 1o MGM Energy to the extent permitted by law. MGM Energy has acquired and
maintains liability insurance for its directors and officers.

14.  Subsequent Events

On July 17, 2007, MGM Energy paid a $10 million lease continuation payment as required by the Farm-in
Agreement.

On July 27, 2007 MGM Energy announced that it had entered into an underwriting agreement to raise gross
proceeds of $111.5 million by issuing 33 million Commen Shares for $2.75 per share and six million Common
Shares on a flow-through basis for $3.45 per share. Paramount has indicated its intention to purchase $9.0 million of
the Common Shares and a Director and Officer of the Company has indicated his intention to purchase $6.0 million
Common Shares on a flow-through basis.
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Management's Discussion and Analysis
For the period ended June 30, 2007



Management's Discussion and Analysis

This Managemeni’s Discussion and Analysis {“MD&A ") should be read in conjunction with the unaudited Interim
Financial Statements of MGM Energy Corp. (“MGM Energy” or the “Company”) as at and for the three and six
months ended June 30, 2007. Information included in this MD&A and the Financial Statements has been presented
in Canadian dollars and in accordance with Canadian generally accepted accounting principles (“GAAP"), unless
otherwise stated.

This MD&A contains forward-looking statements. Readers are referred to the advisories concerning such matters
under the heading “Advisories” at the end of this MD&A.

This MD&A is dated July 31, 2007. Additional information concerning MGM Energy, including its Annual
Information Form, can be found on the SEDAR website at www.sedar.com.

Overview

MGM Energy is an independent Canadian public company, the principal business of which is to acquire, develop,
optimize, exploit and produce oil and natural gas in Northern Canada. The Company was incorporated under the
Business Corporations Act (Alberta) (the “ABCA™) on October 31, 2006.

On January 12, 2007, MGM Energy was a party to a plan of arrangement under the ABCA which involved
Paramount Resources Ltd. (“Paramount™) and its shareholders, through which MGM Energy acquired its principal
assets from Paramount (the “MGM Spinout™). These principal assels are:

* rights and obligations under an area-wide farm-in agreement (the “Farm-in Agreement™) respecting
Mackenzie Delta, Northwest Territories Exploration Licence #394, Exploration Licence #427 and Inuvik
Concession Blocks 1 and 2 (the “Farm-in Properties™); and

s 0oil and gas properties in the Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest
Territories (the “Colville Properties™).

In addition to its principal assets, MGM Energy acquired from Paramount under the MGM Spinout, an interest in
one well in the Cameron Hills area of the southern portion of the Northwest Territories {the “Ancillary Asset”) to
ensure that MGM Energy met the minimum listing requirements of the Toronto Stock Exchange. Paramount has the
option, subject to certain conditions, to reacquire the Ancillary Asset from MGM Energy for $5 million, the selling
price of the asset to MGM Energy (the “Repurchase Option™). Because of the nature of the Repurchase Option, for
accounting purposes the Ancillary Asset is deemed to be retained by Paramount.

Except for limited periods of testing, none of MGM Encrgy’s assets have ever been placed into production. As a
result, MGM Energy does not have any commercial operating results and is considered a development stage
enterprisc.

Through the MGM Spinout:

¢  MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million,
bearing interest at 10 percent per annum, and 18.2 million voting Class A Preferred Shares, which note
was subsequently repaid by MGM Energy and which shares were subsequently converted into voting
commen shares of MGM Energy (“Common Shares™) on a share-for-share basis; and

¢  MGM Energy issued Paramount's shareholders an aggregate of approximately 2.8 million Common
Shares and approximately 14.2 million warrant units, with each warrant unit consisting of one MGM




Energy short term warrant (each, a “Short Term Warrant™) and one MGM Energy longer term wairant
(each, a “Longer Term Warrant™).

CAUTIONARY NOTE: This MD&A centains disclosure and discussions concerning: (i) the historic
financial position, results of operations and cash ftows relating to the Farm-in Properties and the Colyville
Properties; and (ii) the results of operations and cash flows relating to the Ancillary Asset, on a carve-out
basis from Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s
control prior to January 12, 2007. Commencing January 12, 2007, MGM Energy holds these assets, with the
results of operations and cashflows accruing to the benefit of the Company. As a result, readers are cautioned
that the historical informatien relating to periods prior to January 12, 2007 may not necessarily be indicative
of the results that would have been obtained if MGM Energy had operated as a stand-alone entity prior to
January 12, 2007,

For further details concerning the MGM Spinout, readers are referred to MGM Energy’s 2006 Annual
Information Form and unaudited Interim Financial Statements as at and for the three and six months ended
June 30, 2007 (the “Interim Financial Statements™).

Principal Properties and Projects
Mackenzie Delta Farm-in

The Mackenzie Delta lies at the end of the Mackenzie River in the Northwest Territories where it enters the Beaufort
Sea, approximately 2,200 kilometres north of Calgary, Alberta. The Mackenzie Delta has been the focus of natural
gas exploration since the 1960s. Several major discoveries have been made in the Mackenzie Delta since that time,
with 21 onshore Significant Discovery Licences awarded Lo date. There is no commercial natural gas production in
the Mackenzie Delta, as currently there is no pipeline or gathering system to transport production to market. As well,
pipelines have not been constructed north of Norman Wells in the Central Mackenzie Valley and will be required to
move liquid hydrocarbons discovered north of Norman Wells to market.

MGM Energy’s operations in the Mackenzie Delta have been focused on exploration activities on the Farm-in
Propenies under the Farm-in Agreement. Chevron Canada Limited (“'Chevron™) was the prior operator of the Farm-
in Properties, and provided contract operator services to MGM Energy through the 2006/07 winter drilling season.
Effective April 1, 2007 MGM Energy assumed the role of operator of the Farm-in Properties from Chevron.

Under the Farm-in Agreement:

¢  MGM Energy can carn a staged 50 percent interest in the Farm-in Properties by drilling 11 wells within a
four year period and making certain lease continvation payments, the aggregate of which is expected to be
$11 million although it may range up to $21 million (of which $11 million is to be paid before the end of
2007 and the balance, if any, is to be paid between 2008 and 2010). As of the date of this MD&A, MGM
Energy has paid all $11 million of the lease continuation payments due in 2007;

e Approximately $50 million of 3D seismic must be shot; and

¢ If all of the drilling commitments under the Farm-in Agreement are satisfied, MGM Energy will also earn a
50 percent interest in three discoveries previously made in the Mackenzie Della by the counterparties (o the
Farm-in Agreement; and

e Of the 11 wells, MGM Energy must drill at least five test wells; two of which have been drilled during the
2006/2007 drilling season, and three wells during the 2007/2008 winter drilling season. MGM Energy
currently estimates that the cost of drilling the minimum three wells during the 2007/2008 winter drilling




season will be approximately $60 million. Once the five exploratory wells have been drilled, MGM Energy
may elect to stop further drilling and earn a reduced interest in the Farm-in Properties. In that event, MGM
Energy would remain responsible for the continuation payments and seismic commitment referenced above.

MGM Energy obtained its rights and obligations under the Farm-in Agreement by assignment from Paramount as
part of the MGM Spinout. Notwithstanding the assignment, Paramount continues to be jointly and severally liable
for the obligations of MGM Energy under the Farm-in Agreement to the extent such obligations are not satisfied by
MGM Energy. MGM Energy is required (o satisfy all of the Farm-in Agreement obligations of Paramount and to
take whatever steps are necessary to raise sufficient funds to meet such obligations. If MGM Energy is unable 10
satisfy its Farm-in Agreement obligations and Paramount is thereby required to satisfy such obligations, MGM
Energy will be obligated to repay to Paramount, on a demand basis, all amounts expended by Paramount to satisfy
such obligations. Any amount owing to Paramount will bear interest at Paramount’s cost of capital at the time of
expenditure, plus one percent, and will be secured by a charge over all of MGM Energy’s assels.

Colville Properties

The Colville Lake area in the Central Mackenzie Valley, Northwest Terrilories has been the focus of natural gas
exploration since the 1970s. Paramount made two new discoveries (at Nogha and Maunoir) in the area. There is no
commercial oil or natural gas production in the Colville Lake area or the Mackenzie Valley, as curremtly there is no
pipeline or gathering system 1o transport production.

The Colville Properties cover approximately 600,000 hectares (approximately 385,000 hectares net). During the
first six months of 2007, there were no activities undertaken by MGM Energy with respect to the Colville
Properties, however MGM Energy plans to conduct a seismic program in the first quarter of 2008.

Umiak Assets

On May 30, 2007 MGM Energy closed an acquisition of petroleum and natural gas assets located primarily in the
Mackenzie Delia and elsewhere in the Northwest Territories (the “Umiak Assets™) for an aggregate cost of $172.7
million, subject to final adjustments. MGM Energy assigned the entire amount of the purchase price to petroleum
and natural gas properties and recognized a $1.4 million asset retirement obligation related to those assets.

The Umiak Assets consist of a 60 percent working interest in the Umiak discovery in the Mackenzie Delta, a 60
percent working interest in federal Exploration Licence #434, substantial seismic data, interests in 14 significant
discovery licences both onshore and offshore in the Mackenzie Delta and other assets consisting principally of
material and equipment.

The Umiak discovery is located approximately |5 kilometres to the east of Imperial Qil’s Taglu field, one of the
anchor fields for the Mackenzie Valley pipeline project. MGM Energy believes that Umiak itself is of sufficient

size to support a stand-alone development.

Proposed Mackenzie Valley Pipeline

The Mackenzie Valley pipeline is a proposed 1,220 kilometre pipeline and gathering system to transport natural gas
from existing and currently undiscovered natural gas fields in the Mackenzie Delta through the Mackenzie Valley to
North American markets.

Imperial Qil Resources Ventures Limited, on behalf of itself and ConocoPhillips Canada (North) Limited, Shell
Canada Limited, ExxonMobil Canada Properties and the Aboriginal Pipeline Group, has submitied applications to
the National Energy Board for regulatory approvals required for the Mackenzie Valley pipeline as well as
applications to the boards, panels and agencies responsible for assessing and regulating energy developments in the




Northwest Territories. Applications were submitted beginning in October 2004. Approvals in respect of the required
applications arc required before ficldwork can begin on the Mackenzie Valley pipeline.

Preliminary plans target construction of the pipeline over four years once all necessary permits, licenses and
authorizations have been obtained.

Paramount has publicly stated that it supports the construction of the Mackenzie Valley pipeline and has been
involved in certain of the hearings in respect of the pipeline. MGM Energy has adopted the statements and evidence
of Paramount in this regard. MGM Energy intends to discuss the transportation of its natural gas via the Mackenzie
Valley pipeline and related gathering systems, if approved and constructed, with Imperial Oil Resources Ventures
Limited. MGM Energy will construct a gathering system and ancillary pipelines for certain properties to connect
with the Mackenzie Valley pipeline if approved and constructed.

If construction of the Mackenzie Valley pipeline and related gathering systems is deferred, delayed or not approved,
MGM Energy will examine its available options to transport its natural gas to market, including the staged
construction by the Company or the support by the Company for the construction by others of alternate pipeline and
gathering systems.

Results of Operations

Statement of Income (Loss) — Selected Items

Three Months Ended Six Months Ended
(8 thousands) June 30/07 June 30/060" June 30/07 __ June 30/05'"
Interest income 427 - 680 -
Expenses
General and administrative 1,462 48 2,831 129
Stock-based compensation 648 (36} 1,430 110
Pipeline regulatory and access 182 - 260 -
Exploration 384 83 816 145
Dry hole expense - - 36,397 -
Interest and financing charges 76 - 96 -
Accretion and depreciation 72 7 97 14
Fulure income 1ax recovery (548) (647) (12,055) (646)
Net Income (loss) (1,849) 545 (29,192) 248

" Amounts included in the table above for the three and six months ended June 30, 2006 have been presented on a carve-out basis from

Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s contro. No significant activities took place with
respect to the Colville Properties or Ancillary Assel during the three and six months ended June 30, 2006. See the cautionary note above under
the heading “Overview™,

Interest Income - MGM Energy earned interest income from short-term investments of $0.4 million for the three
months ended June 30, 2007, (six months ended June 30, 2007 - $0.7 million). These short-term investments bear
interest at rates between 4.30 percent and 4.36 percent per annum and have original maturities of three months or
less.

General and Administrative Expense - Genera! and administrative expense for the three months ended June 30,
2007 totalled $1.5 million (six months ended June 30, 2007 - $2.8 million) and included a number of costs relating
to the establishment of MGM Energy's operations as a public company and its compliance with regulatory
requirements. -

Stock-based Compensation Expense - Stock-based compensation expense for the three months ended June 30,
2007 totalled $0.6 million, which included expenses of $0.2 million accrued by MGM Energy for the period ended




June 30, 2007 (six months ended June 30, 2007 - $0.3 million) in respect of stock options previously granted by
Paramount to certain employees and officers of MGM Energy.

Pipeline Regulatory and Access Expense — Pipeline regulatory and access expense for the three months ended
June 30, 2007 totalled $0.2 million, (six months ended June 30, 2007 - $0.3 million) and included costs associated
with regulatory hearings and access on the planned Mackenzie Valley pipeline.

Exploration Expense - Exploration expense of $0.4 million for the three months ended June 30, 2007 consists
primarily of geological and geophysical costs, scismic and lease rentals expenses for the 2007/2008 winter drilling
season (six months ended June 30, 2007 - $0.8 million). These costs are expensed as incurred under the successful
efforts method of accounting. Exploration expense of $0.4 million during the three months ended March 31, 2007
related primarily to the purchase of seismic data.

Dry Hole Expense - Dry hole expense of $36.4 million for the six months ended June 30, 2007 related entirely to
costs associated with the 200672007 winter drilling program at Kumak I-25 and Unipkat M-45.

Interest and Financing Charges - Interest and financing charges include a one-time fee for set-up of the Demand
Facility and charges for letters of credit.

Capital Expenditures

2007
{8 thousands) Jan 1 - 110 Jan 12-Mar31  April 1 - June 30 Total
Land - - 173,750 173,750
Geological and geophysical - 432 84 816
Drilling and logistics 3,177 28,576 825 32,578
Other - 11 28 139
Total 3177 29,119 174,987 207,283

" Capital expenditures for the period January 1, 2007 to January 11, 2007 have been presented on a carve-out basis from Paramount s if

MGM Energy had operated as a stand-alone entity subject to Paramount’s control prior to January 12, 2007, See the cautionary note above
under the heading “Overview™.

During the first quarter of 2007, MGM Energy’s winter drilling program for the Farm-in Properties was completed,
with two wells being drilled on Exploration Licence #394 lands: “Kumak I-25” and “Unipkat M-45”. Neither well
appeared to contain commercial quantities of hydrocarbons. As a result, Kumak [-25 well was cased and suspended
without further testing and Unipkat M-45 well was abandoned.

On May 30, 2007 MGM Energy purchased the Umiak Assets for an aggregate cost of $172.7 millien subject to final
adjustments.

Drilling and logistics expenditures for the 2007 winter drilling program totalled $31.8 million; $3.2 million of such
costs being incurred between Janvary 1, 2007 and January 131, 2007 when Paramount owned the rights and
obligations under the Farm-in Agreement. The expenditures primarily related to the Farm-in Properties, and
included the costs of lease preparation and drilling of the two wells. Approximately $0.8 million of the drilling and
logistics expenditures relate to the 2007/2008 winter drilling program and include surveying.

Geological and geophysical expenditures incurred in the second quarter are in anticipation of the 2007/2008 winter
drilling season and consist primarily of purchasing trade seismic.

Oil and natural gas development activities, including seismic and drilling programs in the Central Mackenzie Valley
and Mackenzie Delta, are restricted to those months of the year when the ground is frozen. As a result of these




seasonal access restrictions, MGM Energy’s on-site activities at the Farm-in Properties for 2007 substantially ceased
as of April 2007 and arc expected to recommence during the fourth quarter of 2007 after freeze-up occurs.

Liquidity and Capital Resources

On May 15, 2007, MGM Energy entered into a $20 million senior secured revolving demand facility with a
Canadian bank (the “Demand Facility”). Borrowings under the Demand Facility bear interest at floating rates based
on the lender’s prime rate or banker’s acceptance rate, at the discretion of MGM Energy, plus an applicable margin.
The terms of the Demand Facility require, on a quarterly basis, MGM Energy to repay the Demand Facility or have
funds available in cash or short-term investments at least equal to drawings under the facility for a period of at least
three consecutive business days. At June 30, 2007, there was no debt outstanding under the Demand Facility.

At June 30, 2007, MGM Energy had letters of credil outstanding totalling approximately $13.5 million. These letters
of credit have not been drawn; however, they reduce the amount available 10 MGM Energy under the Demand
Facility.

On May 30, 2007, MGM Energy issued 54.7 million Common Shares for gross proceeds of $178.6 million through
a bought deal financing. A total of approximately 12.0 million of the Common Shares issued under the bought deal
were issued on a flow-through basis.

Proceeds from the bought deal were used 10 fund a portion of the purchase price of the Umiak acquisition and will
be used to incur Canadian Exploration Expense in connection with the shares issued on a flow through basis.

As at June 30, 2007, MGM Energy had a working capital surplus of $28.9 million, including $34.2 million held in
cash or marketable securities.

Management believes that MGM Energy has adequate funding for the remainder of 2007, but will require additional
financing to complete its 2007/2008 winter drilling program. On July 27, 2007 MGM Energy announced that it had
entered into an underwriting agrecment to raise gross proceeds of $111.5 million by issuing 33 million Common
Shares for $2.75 per share and six mitlion Common Shares on a flow-through basis for $3.45 per share with closing
expected (o occur on or aboul August 3, 2007, Paramount has indicated its intention to purchase $9.0 million of the
Common Shares and a Director and Officer of the Company has indicated his intention to purchase $6.0 million
Common Shares on a flow-through basis.

At July 30, 2007, MGM Energy had £9.9 million Common Shares issued and outstanding and approximately 1.6
million stock options outstanding, none of which are exercisable. At July 30, 2007 there were approximately 14.2
million Lenger Term Warrants outstanding, all of which are exercisable. Each Longer Term Warrant entitles the
holder 10 acquire, at the holder's option (i) one Common Share at a price of $6.00, or (ii} one flow through Common
Share at a price of $7.50. The Longer Term Warrants will expire on September 30, 2007.

Contractual Obligations

MGM Energy has the following contractual obligations as at June 30, 2007:

Recognized

in financial Less than | After 5
{3 thousands) statementis Year }—3years 4-5 years years Total
Asset retirement obligations Yes- Partially - 25 - 6,400 6,425
Capital spending commitment ‘'@ No 10,000 110,000 32,000 - 152,000
Total 10,000 110,025 32,000 6,400 158,425

¥ Includes MGM Energy drill rig commitment during the first quarter of 2008 and minimum work commitments under Exploration Licences.




“' Subsequent to June 30, 2007, MGM funded capital spending commitments of $10 million, eliminating the remaining commitment less than
one year above,

MGM Energy is obligated under certain Northwest Territories Exploration Licences to fulfill minimum work
commitments totaling $32 million over the next five years. As a condition of the Exploration Licences, the
Company was required to post security of 25 percent of these work commitments via letters of credit. The posted
security is released in proportion to the actual work expenditures over the life of Exploration Licence.

Related Party Transactions

Paramount Resources Lid.

At June 30, 2007, Paramount held 18.2 million common shares of MGM Energy, representing 20.2 percent of the
issued and outstanding common shares of MGM Energy at such time. In addition to the common shares of MGM
Energy held by Paramount, MGM Energy and Paramount have certain common members of management and
directors. The following provides a summary of the related party transactions between MGM Energy and
Paramount:

*  MGM Energy acquired the Spinout Assets from Paramount pursuant to the MGM Spinout, as is more fully
described in Note | (Structure and Formation of the Company) to the interim unaudited financial statements.
The transaction was accounted for using the carrying value of the property transferred, with the exception of
Ancillary Asset. MGM Energy repaid the $12.0 million principal amount demand promissory note and
accrued interest during the first quarter. In addition, Paramount repaid a $0.2 million principal amount
demand promissory note due to MGM Energy.

*  Paramount provided certain operational, administrative, and other services to MGM Energy and funded on
MGM Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant 1o a services
agreement dated January 12, 2007 (the “Services Agreement™). Under the Services Agreement, MGM Energy
pays Paramount its reasonable costs incurred in providing services to MGM Energy plus 10 percent of such
costs. For the six months ended June 30, 2007, Paramount funded $1.0 million of capital expenditures related
to the Farm-in Agreement on MGM Energy’s behalf. In addition, MGM Energy recorded costs billed and
cxpected to be billed by Paramount of $1.7 million in respect of the costs of the MGM Spinout and other set-
up costs benefiting MGM Energy. These transactions were recorded in these Financial Statements at their
exchange amounts.

¢  For the six month period ended June 30, 2007, other amounts billed by Paramount under the Services
Agreement totaled $0.7 million, including a 10 percent charge of approximately $0.1 million, ($0.5 million
for the three month period end June 30, 2007, including the 10 percent charge).

*  As a result of the MGM Spinout, certain employees and officers of MGM Energy hold stock options
previously issued by Paramount. The stock-based compensation expense relating to these options for the
period January 12, 2007 to June 30, 2007 totaled $0.3 million ($0.2 million for the three month peried ended
June 30, 2007) and has been included in stock-based compensation expense.

Other

During Fcbruary 2007, MGM Energy completed a private placement to certain directors of MGM Energy of
160,000 flow-through Common Shares at a price of $6.25 per share and 210,000 Common Shares at a price of
$5.00 per share, each accompanied by one Longer Term Warrant, for aggregate gross proceeds of $2,050,000.

Certain directors and officers of MGM Energy participated in the May 30, 2007 Common Share issuance,
purchasing 5,612,000 Common Shares and 2,364,935 Common Shares issucd on a flow-through basis.




Summary of Quarterly Results

(8 thousands, except us noted) 2007 | 2006 l 2005

Q2 Qt Q4 Q3 Q2 Q1 Q4 Q3
Total Revenue!" 427 253 - . _ . - .
Net Income (Loss) ¥ (1.849) (27.343) | (2915 (109) 545 (297 | (15,185)  (14,580)
Per share - ($/share) ¥ 0.03) (1.57) n/a nfa n/a n/a nfa nfa

% Total Revenue consists of interest income.

' The quarterly information prior to January 12, 2007 was prepared on a carve-out basis from Paramount as if MGM Energy had operated as
a stand-alone entity subject to Paramount’s control. Readers are referred (o the cautionary note above under the heading "Overview”.

" Loss per share for ail 2005 and 2006 periods is not presented as the results of operation have been presented on a carve-oul basis.

“' Basic and diluted.

Recent Accounting Pronouncements
Capital Disclosures

As of October 1, 2007 MGM Energy will be required to adopt a new accounting standard for Capiral Disclosures.
The new standard requircs companies to disclose their objectives, pelicies and procedures for managing capital, as
well as whether externaily imposed capital requirements have been complied with,

Advisories
Forward-looking Statements and Estimates

Centain statements included in this document constitute forward-looking statements under applicable securities
legislation. Forward-looking statements or information typically contain or can be identified by statements which
include words such as "anticipate”, "assume", "based”, "betieve", "can”, "continue”, "depend”, "estimate”, "expect”,
"forecast”, "if", "intend”, "may", "plan”, "projecct”, “propose”, "result”, "upon”, "will", "within" or similar words
suggesting future outcomes or statements regarding an outlook, Forward-looking statements or information in this
document include but arc not limited 1o estimates of future capital expenditures, business strategy and objectives,
exploration, development and production plans and the timing thereof, operating and other costs, and expectations as

to how MGM Energy’s working capital requirements and planned 2007/2008 capital program will be funded.

Such forward-looking statements or information are based on a number of assumptions which may prove to be
incorrect. Assumptions have been made regarding, among other things:
®  the ability of MGM Energy to obtain required capital to finance its exploration, development and operations;

® the ability of MGM Energy 1o obtain equipment, services, supplies and personnel in a timely manner and at an
acceptable cost to carry out its activities;

®  the ability of MGM Energy to market its oil and natural gas successfully to current and new customers;
®  the ability of MGM Energy to transport it5 oil and natural gas successfully to market;

® the timing and costs of Mackenzie Valley pipeline and facility construction and expansion and the ability of
MGM Energy to secure adequate product transportation;

®  the ability of MGM Energy to obtain drilling success consistent with expectations;
®  the timely receipt of required regulatory approvals; and
= future oil and gas prices.

Although MGM Energy believes that the expectations reflected in such forward-looking statements or infermation
are reasonable, undue reliance should not be placed on forward-looking statements because MGM Energy can give
no assurance that such expectations will prove to be correct. Forward-looking statements or information are based



on currenl expeclations, estimates and projections that involve a number of risks and uncertainties which could
cause actual results to differ materially from those anticipated by MGM Energy and described in the
forward-looking statements or information. These risks and uncertainties include but are not limited to:

®  the ability of MGM Energy’s management to execute its business plan;

® delays in and/or abandonment of the Mackenzie Valley Pipeline project;

& the risks of the oil and gas industry, such as operational risks in exploring for, developing and producing crude
oil and natural gas and market demand;

= the ability of MGM Energy to obtain required capital to finance its exploration, development and operations and
the adequacy and costs of such capital;

* fluctuations in oil and gas prices, foreign currency exchange rates and interest rates;

® risks and uncertaintics involving the geology of il and gas deposits;

®  the uncertainty of reserves estimates and reserves life;

= the uncertainty of resource estimates and resource life;

®  the uncertainty of estimates and projections relating to exploration and development costs and expenses;

= the uncertainty of estimates and projections relating 10 future production and the results of exploration,
development and drilling;

® potential delays or changes in plans with respect to exploration or development projects or capital expenditures;
=  MGM Energy's ability to enter into or renew leases;

®  health, safety and environmenial risks;

®* MGM Energy's ability to secure adequate product transportation;

®  the ability of MGM Energy to add production and reserves through development and exploration activities;

= weather conditions;

= the possibility that government policies or laws may change or governmental approvals may be delayed or
withheld,

= changes in taxation laws and regulations and the interpretation thereof;,

& changes in environmental and other regulations and the interpretation thereof;

®  the cost of future abandonment activities and site restoration;

= the ability to obtain necessary regulatory approvals;

®  risks associated with existing and potential future law suits and regulatory actions against MGM Energy;
®  uncertainty regarding aboriginal land claims and co-existing with local populations;

* loss of the services of any of MGM Energy’s executive officers or key employees;

* the requirement to fulfill obligations under the farm-in agreement assigned in connection with Paramount’s
spinout of MGM Energy;

® the impact of market competition;

®  general economic and business conditions; and




®  other risks and uncertainties described elsewhere in this management's discussion and analysis or in MGM
Energy's other filings with Canadian securities authorities.

MGM Energy cautions that the list of assumptions and risks set forth above is not exhaustive, Some of the risks,
uncertainties and other factors which negatively affect the reliability of forward looking information are discussed in
MGM Energy’s public filing, which are available on the SEDAR websile at www,sedar.com.

The forward-looking statements or information contained in this document are made as of the date hereof and MGM
Energy undertakes no obligation to update publicly or revise any forward-looking statements or information,
whether as a result of new information, future events or otherwise, unless so required by applicable securities laws.
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FORM 52-109F2

CERTIFICATION OF INTERIM FILINGS

I, Clayton H. Riddell. Chief Executive Officer of MGM Energy Corp., certify that:

Date:

93497741

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Paramount Resources Ltd.
(the "issuer”) for the period ending June 30, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement
not misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

Based on my knowledge, the interim financial statements, together with the other financial
information included in the interim filings, fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

The issuer's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer,
and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the pertod in which the interim filings are being
prepared; and

(b) designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP; and

[ have caused the issuer to disclose in the interim MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer's internal control
over financial reporting.

August 1, 2007

s/ Clayton H. Riddell
Clayton H. Riddell
Chief Executive Officer
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FORM 52-109F2

CERTIFICATION OF INTERIM FILINGS

I, Rick Miller, Chief Financial Officer of MGM Energy Corp., certify that:

1.

Date:

93497901

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers' Annual and Interim Filings) of Paramount Resources Ltd.
(the "issuer™) for the period ending June 30, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement
not misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

Based on my knowledge, the interim financial statements, together with the other financial
information included in the interim filings, fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

The issuer's other certifying officers and 1 are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer,
and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which the interim filings are being
prepared; and

(b designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer's internal
control over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer's internal control
over financial reporting.

August [, 2007

{s/ Rick N. Miller
Rick N. Miller
Chief Financial Officer
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CERTIFICATION OF INTERIM FILINGS

I, Clayton H. Riddell, Chief Executive Officer of MGM Energy Corp., certify that:

(oS ]

Date:

1 have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Paramount Resources Ltd.
(the "issuer") for the period ending March 31, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

Based on my knowledge, the interim financial statements, together with the other financial
information included in the interim filings, fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

The issuer's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financiat reporting for the issuer, and
we have:

() designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which the interim filings are being prepared; and

(b) designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer's internal
control over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer's internal control
over financial reporting.

April 26, 2007

/s/ Clavton H. Riddell
Clayton H. Riddell
Chatrman and Chief Executive Officer
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CERTIFICATION OF INTERIM FILINGS

1, Bernard K. Lee, Chief Financial Officer of MGM Energy Corp., certify that:

1.

tad

Date:

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers' Annual and Interim Filings) of Paramount Resources Ltd.
(the "issuer") for the period ending March 31, 2007,

Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings;

Based on my knowledge, the interim financial statements, together with the other financial
information included in the interim filings, fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

The issuer's other certifying officers and 1 are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer, and
we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the
issuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which the interim filings are being prepared; and

(b designed such internal control over financial reporting, or caused it to be designed under
our supervision, 1o provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance
with the issuer's GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer's internal
control over financial reporting that occurred during the issuer's most recent interim period that
has materially affected, or is reasonably likely to materially affect, the issuer's internal control
over financial reporting.

April 26, 2007

/s/ Bernard K. Lee
Bernard K. Lee
Chief Financial Officer
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May 14, 2007
Dear Shareholders,

MGM Energy was founded on a vision coupled with a practical business plan. That vision is that in the
foreseeable future, energy resources in Canada’s Arctic will make up a significant portion of the energy supply
of Canada in particular, and of North America in general. Of course, it would be foolish not to acknowledge
that there is considerable uncertainty about exactly when that day will come, but out of that very uncertainty
arises opportunity. And it’s that opportunity MGM Energy is capturing.

Our business plan is simple and straightforward: we intend to acquire and develop energy resources in the
Northwest Territories which we believe will have material value once the means of transporting those
resources to market is built. The currently proposed Mackenzie Valley Pipeline Project is one potential means
to transport these resources to market, but not the only one. We do believe, though, that the current pipeline
project is the best means of addressing transportation, and we remain supportive of that project. If that
pipeline does not go ahead however, or those involved in the project are not prepared to make timely decisions,
other avenues can and will be brought forward. Rest assured that MGM Energy management does not intend
to have its future rest on any one project that is outside our control.

Qur search for energy resources began this past winter, with the drilling of our first two wells in the Mackenzie
Delta. We were of course very disappointed that those two wells were dry holes. We recognize, though, that
exploration is by its very nature a risky business, and it’s for that reason that we’ve committed to drill a
number of wells over the next three years in the Arctic. An exploration program is just that: a program. We
don’t jettison our business plan because foreseeable risks have come 1o pass, but we do carefully re-examine
what we are doing to ensure that we understand every lesson that these dry holes have to teach us. We're in
the process of doing that with our first two wells.

To be successful in the energy business, a company needs to be able to expiore for resources, but it also needs
to be able to acquire resources when that makes sense. When the opportunity arose to acquire the Umiak
assets referred to in our recent press release, we did our homework, concluded that it made perfect sense for
MGM Energy, and set about getting it done. Many would have said it was foolish to try to double our size in
the first six months of our existence, but our team didn’t accept that. If we were serious about our business
strategy, we could not let this opportunity go by, if there was any chance of landing it at a reasonable price.
And land it we did. [ look forward to welcoming a new group of MGM Energy shareholders once the
transaction closes, likely at the end of this month.

The time since January 12, 2007 has been both busy and exciting. We’ve been building a team of
accomplished and dedicated professionals who are committed to success and to a disciplined process of
building this shareholder value. As the newest member of our team, 1 want to welcome John Hogg, P. Geol.,
who has agreed to join us as Vice-President, Exploration. It’s an important position in our Company, and |
have no doubt John will fill the role extremely well. | want to thank our entire team, as well as each member
of our board of directors, for agreeing to work with, and to help guide, MGM Energy Corp. as we set out to
fulfili our vision of what a great energy company can be. We also want to thank the people of Canada’s North,
many of whom we have worked with before, for welcoming us. We look forward to working with them to
implement our business plan while also creating economic opportunities for communities impacted by our
presence,

Again, welcome to MGM Energy.

(.

Henry W. Sykes
President




Management's Discussion and Analysis

This Managemeni's Discussion and Analysis (“"MD&A™) should be read in conjunction with the unaudited Interim
Financial Statements of MGM Energy Corp. (“MGM Energy” or the “Company”') as at and for the three months ended
March 31, 2007. Information included in this MD&A and the Financial Statements has been presented in Canadian
dollars and in accordance with Canadian generally accepted accounting principles (“"GAAP "), unless otherwise stated.

This MD&A contains forward-looking siatemenis. Readers are referved 1o the advisories concerning such matters
under the heading “Advisories” ar the end of this MD&A.

This MD&A is dared April 30, 2007, Additional information concerning MGM Energy, including its Annual Information
Form, can be found on the SEDAR website at www.sedar.com.

Overview

MGM Energy is an independent Canadian public company, the principal business of which is to acquire, develep,
optimize, exploit and produce oil and natural gas in Northern Canada. The Company was incorporated under the
Business Corporations Act (Alberta) on October 31, 2006.

On January 12, 2007, MGM Energy was a party to a plan of arrangement under the Business Corporations Act (Alberta)
which involved Paramount Resources Lid. (“Paramount”) and its shareholders, through which MGM Energy acquired
its principal assets from Paramount (the “MGM Spinout™). These principal assets are:

e rights and obligations under an area-wide farm-in agreement (the “Farm-in Agreement”) respecting
Mackenzie Delta, Northwest Territories Exploration Licence #394, Exploration Licence #427 and Inuvik
Concession Blocks 1 and 2 (the “Farm-in Properties™); and

* oil and gas properties in the Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest
Territories (the “Colville Propenties™).

In addition to its principal assets, MGM Energy acquired from Paramount under the MGM Spinout, an interest in one
well in the Cameron Hills area of the southern portion of the Northwest Territories (the “Ancitlary Asset”) to ensure that
MGM Energy met the minimum listing requirements of the Toronto Stock Exchange. Paramount has the option,
subject to certain conditions, to reacquire the Ancillary Asset from MGM Energy for $5 million, the same price for
which it sold such assets to MGM Energy (the “Repurchase Option™) as part of the MGM Spinout. Because of the
nature of the Repurchase Option, for accounting purposes the Ancillary Asset is deemed to be retained by Paramount.

Except for limited periods of testing, none of MGM Energy’s assets have ever been placed on production. As a result,
MGM Energy does not have any commercial operating results and is considered a development stage enterprise.

Through the MGM Spinout:

*  MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million, bearing
interest at 10 percent per annum, and 18.2 million voting Class A Preferred Shares, which note was
subsequently repaid by MGM Energy and which shares were subsequently converted into voting common
shares of MGM Energy (“Common Shares™) on a share-for-share basis; and

«  MGM Energy issued Paramount’s shareholders an aggregate 2.8 million Common Shares and approximately
14.2 million warrant units, with each warrant unit consisting of one MGM Energy short term warrant (each, a
“Short Term Warrant”™) and one MGM Energy longer term warrant (each, a “Longer Term Warrant”).




CAUTIONARY NOTE: This MD&A contains disclosure and discussions concerning: (i) the historic financial
position, results of operations and cash flows relating to the Farm-in Properties and the Colville Properties; and
(i) the results of operations and cash flows relating to the Ancillary Asset, on a carve-out basis from Paramount
as if MGM Energy had operated as a stand-alone entity subject to Paramount’s control prior to January 12,
2007. Commencing January 12, 2007, MGM Energy holds these assets, with the results of operations and
cashflows accruing to the benefit of the Company. As a result, readers are cautioned that the historical
information relating to periods prior to January 12, 2007 may not necessarily be indicative of the results that
would have been obtained if MGM Energy had operated as a stand-alone entity prior to January 12, 2007.

For further details concerning the MGM Spinout, readers are referred to MGM Energy’s 2006 Annual
Information Form and unaudited Interim Financial Statements as at and for the three months ended March 31,
2007 (the “Interim Financial Statements™).




Principal Properties
Mackenzie Delta Farm-in

The Mackenzie Delta lies at the end of the Mackenzie River where it enters the Beaufort Sea, approximately 2,200
kilometres north of Calgary, Alberta. The Mackenzie Delta has been the focus of natural gas exploration since the
1960s. Several major discoveries have been made in the Mackenzie Delta since that time, with 21 enshore Significant
Discovery Licences awarded to date. There is no commercial natural gas production in the Mackenzie Delta, as
currently there is no pipeline or gathering system to transport production to market. As well, pipelines to transport oil or
other liquid hydrocarbons have not been constructed north of Norman Wells in the Central Mackenzie Valley and will
be required to move liquid hydrocarbons discovered north of Norman Wells to market.

Since incorporation, MGM Energy’s operations in the Mackenzie Delta have been focused on exploration activities on
the Farm-in Properties under the Farm-in Agreement. Chevron Canada Limited (*Chevron™) was the prior operator of
the Farm-in Properties, and provided contract operator services to MGM Energy through the 2006/07 winter drilling
season, Effective April 1, 2007 MGM Energy assumed the role of operator of the Farm-in Properties from Chevron.

Under the Farm-in Agreement:

s MGM Energy can earn a staged 50 percent interest in the Farm-in Properties by drilling i1 wells within a four
year period and making certain lease continuation payments, the aggregate of which is expected to be $11 million
although it may range up to $21 million (of which $11 million is to be paid before the end of 2007 and the
balance, if any, is to be paid between 2008 and 2010};

+  Approximately $50 million of 3D seismic must be shot;

s If all of the drilling commitments under the Farm-in Agreement are satisfied, MGM Energy will also earn a 50
percent interest in three discoveries previously made in the Mackenzie Delta by the counterparties to the Farm-in
Agreement; and

e Ofthe 11 wells referenced above, MGM Energy must drill at least five test wells; two wells during the 2006 —
2007 drilling season (which have been drilled as of March 31, 2007), and three wells during the 2007 — 2008
drilling season. MGM Energy currently estimates that the cost of drilling the minimum three wells during the
2007 — 2008 drilling season will be approximately $60-65 million. Once the five exploratory wells have been
drilled, MGM Energy may elect to stop further drilling and earn a reduced interest in the Farm-in Properties. In
that event, MGM Energy would remain responsible for the continuation payments and seismic commitment
referenced above.

MGM Energy obtained its rights and obligations under the Farm-in Agreement by way of an assignment from
Paramount as part of the MGM Spinout. Notwithstanding the assignment by Paramount of all of its rights and
obligations under the Farm-in Agreement to MGM Energy, Paramount continues to be jointly and severally liable for
the obligations of MGM Energy under the Farm-in Agreement to the extent such obligations are not satisfied by MGM
Energy. MGM Energy is obligated to satisfy all of the obligations of Paramount under the Farm-in Agreement and to
take whatever steps are necessary to raise sufficient funds to meet such obligations. If MGM Energy is unable to
satisfy its obligations under the Farm-in Agreement and Paramount is thereby required to satisfy such obligations,
MGM Energy will be obligated to repay to Paramount, on a demand basis, all amounts expended by Paramount to
satisfy such obligations. Any amount owing to Paramount will bear interest at a rate equal to Paramount’s cost of
capital at the time of expenditure, plus one percent, and will be secured by a charge over all of MGM Energy’s assets.




Colville Properties

The Colville Lake area in the central Mackenzie Valley, Northwest Territories has been the focus of natural gas
exploration since the 1970s, Paramount made two new discoveries (at Nogha and Maunoir) in the area. There is no
commercial oil or natural gas production in the Colville Lake area or the Mackenzie Valley, as currently there is no
pipeline or gathering system to transport production.

The Colville Properties cover approximately 600,000 hectares {approximately 385,000 hectares net) in the Mackenzie
Valley, Northwest Territories. During the first quarter of 2007, there were no activities undertaken by MGM Energy
with respect to the Colville Properties. With respect to these properties, MGM Energy plans to conduct a seismic
program in the first quarter of 2008.

Proposed Mackenzie Valley Pipeline

The Mackenzie Valley pipeline is a proposed 1,220 kilometre pipeline and gathering system to transport natural gas
from existing and currently undiscovered natural gas fields in the Mackenzie Delta through the Mackenzie Valley to
North American markets.

Imperial Oil Resources Ventures L.imited, on behalf of itself and ConocoPhillips Canada (North) Limited, Shell Canada
Limited, ExxonMobile Canada Properties and the Aboriginal Pipeline Group, has submitted applications to the Naticnal
Energy Board for regulatory approvals required for the Mackenzie Valley pipeline as well as applications to the boards,
panels and agencies responsible for assessing and regulating energy developments in the Northwest Territories.
Applications were submitted beginning in October 2004. Approvals in respect of the required applications are required
before fieldwork can begin on the Mackenzie Valley pipeline.

Preliminary plans target construction of the pipeline over four years once all necessary permits, licenses and
authorizations have been obtained.

Paramount has publicly stated that it supports the construction of the Mackenzie Valley pipeline and has been involved
in certain of the hearings in respect of the pipeline, MGM Energy has adopted the statements and evidence of
Paramount in this regard. MGM Energy intends to discuss the transportation of its natural gas via the Mackenzie Valley
pipeline and related gathering systems, if approved and constructed, with Imperial Qil Resources Ventures Limited.
MGM Energy will need to construct additional facilities in respect of certain of its properties in order to utilize the
Mackenzie Valley pipeline and related gathering systems, if approved and constructed.

If construction of the Mackenzie Valley pipeline and related gathering systems is deferred, delayed or not approved,
MGM Energy will examine its available options to transport its natural gas to market, inclrding the staged construction
by the Company or the support by the Company for the construction by others of alternate pipeline and gathering
systems,




Results of Operations

Capital Expenditures

2007
(8 thousands) Jan § - 11'Y Jan 12 — Mar 31 Total
Geological and geophysical - 432 432
Drilling and logistics 3177 28,576 31,753
Exploration expenditures 3,177 29,008 32,185
Other - 111 111
Total 3.177 29,119 32,296

M Capital expenditures for the period January 1, 2007 to January 11, 2007 have been presented on a carve-out basis from Paramount as if MGM

Energy had operated as a stand-alone entity subject to Paramount’s control prior to January 12, 2007. See the cautionary note above under the
heading “Overview”.

During the first quarter of 2007, MGM Energy’s winter drilling program for the Farm-in Properties was completed, with
two wells being drilled on Exploration Licence #394 lands: “Kumak [-25” and “Unipkat M-45". Neither well appeared
to contain commercial quantities of hydrocarbons. As a result, the Kumak 1-25 well was cased and suspended without
further testing and the Unipkat M-45 well was abandoned.

Exploration expenditures for the three months ended March 31, 2007 totalled $32.2 million; $3.2 million of such costs
being incurred between January 1, 2007 and January 11, 2007 when Paramount owned the rights and obiigations under
the Farm-in Agreement. First quarter 2007 exploration expenditures primarily related to the winter drilling program for
the Farm-in Properties, and include the costs of lease preparation and drilling of the two wells.

Oil and natural gas development activities, including seismic and drilling programs in the central Mackenzie Valley and
Mackenzie Delta, are restricted to those months of the year when the ground is frozen, Seasonal weather variations,
including freeze-up and break-up, affect access. As a result of these access restrictions, MGM Energy’s on-site
activities at the Farm-in Properties for 2007 have now ceased and are expected to recommence during the fourth quarter
of 2007 after freeze-up occurs.

Statement of Loss — Selected Items

Three Months Ended
(8 thousands) March 31/07 March 31/06"" % change
Interest income 253 - -
General and administrative expense 1,443 69 1,991
Stock-based compensation expense 782 146 436
Exploration expense 432 62 597
Dry hole expense 36,397 - -
Future income tax expense (recovery) (11,507) I 11,506

" Amounts included in the table above for the three months ended March 31, 2006 have been presented on a carve-out basis from Paramount as if

MGM Energy had operated as a stand-alone entity subject to Paramount’s control. No significant activities took place with respect to the
Colville Propertics or Ancillary Asset during the three months ended March 31, 2006. See the cautionary note above under the heading
“Overview”.

Revenue / Interest Income - MGM Energy is a development stage enterprise and its properties have never been on
production, except for limited periods of testing. As a result, MGM Energy has no sales revenue. MGM Energy earned
interest income of $253 thousand for the three months ended March 31, 2007, related to its investment of proceeds from
the issuance of Common Shares in the first quarter of 2007 in short-term investments. These short-term investments
bear interest at rates between 4.27 percent and 4.30 percent per annum and have original maturities of three months or
less.




General and Administrative Expense - General and administrative expense for the first quarter of 2007 totalled
$1,443 thousand, and included a number of costs relating to the establishment of MGM Energy’s operations as a public
company and its compliance with regulatory requirements. Included in the general & administrative expenses are $707
thousand of amounts billed to MGM Energy by Paramount — see “Related Party Transactions” below.

Stock-hased Campensation Expense - Stock-based compensation expense for the first quarter of 2007 totalled $782
thousand, which included expenses of $153 thousand accrued by MGM Energy for the period lanuary 12, 2007 to
March 31, 2007 in respect of stock options previously granted by Paramount to certain employees and officers of MGM
Energy.

Exploration Expense - Exploration expense consists of geological and geophysical costs, seismic and lease rentals
expenses. These costs are expensed as incurred under the successful efforts method of accounting. Exploration expense
of $432 thousand during the first quarter 2007 related to the purchase of seismic data.

Dry Hole Expense - Under the successful efforts method of accounting, the costs of drilling exploratory wells are
initially capitalized. If economically recoverable reserves are not found, such costs are charged to eamnings as dry hele
expense in the period such determination is made. Costs of exploratory wells remain capitalized as non-depleted capital
when a well has found a sufficient quantity of reserves to justify its completion as a producing well and sufficient
progress is being made to assess the reserves and the economic and operating viability of the well. As of March 31,
2007, $66.5 million of costs relating to the Colville Lake Properties were included in non-depleted capital and not
subject to depletion, depreciation and accretion pending final determination.

Dry hole expense for the first quarter of 2007 entirely related to costs associated with the 2006/2007 winter dritling
program at Kumak 1-25 and Unipkat M-45.

Future Income Tax Expense / (Recovery) - The determination of MGM Energy’s income and other tax liabilities
requires interpretation of complex laws and regulations often involving multiple jurisdictions. While income tax filings
are subject to audits and potential reassessments, management believes adequate provision has been made for all income
tax obligations. However, changes in interpretations or judgments may result in an increase or decrease in the
Company’s income tax provision in the future.

MGM Energy records future tax assets and liabilities to account for the expected future tax consequences of events that
have been recorded in its financial statements and its tax returns. These amounts are estimates and the actual tax
consequences may differ from the estimates due to changing tax rates and regimes, as well as changing estimates of
cash flows and capital expenditures in current and future periods.

Liquidity and Capital Resources

On February 22, 2007, MGM Energy announced the results of the exercise of the Short Term Warrants originally issued
as part of the MGM Spinout on January 12, 2007. Of the approximate 14.2 million Short Term Warrants issued, a total
of approximately 13.8 million were exercised, resulting in proceeds to MGM Energy of approximately $76.5 million.
As a result of the exercise of Short Term Warrants, approximately 13.8 million Longer Term Warrants were separated
from the corresponding Short Term Warrants and have become exercisable.

MGM Energy also announced on February 22, 2007 that it had completed the private placement to certain directors of
370,000 Common Shares, each accompanied by one Longer Term Warrant, for proceeds of approximately $2.1 million.
The Longer Term Warrants issued under the private placement have the same terms as the Longer Term Warrants
resulting from the Short Term Warrant exercise.

As at March 31, 2007, MGM Energy had a working capital surplus of $35.0 million and a total of approximately 14.2
miilion Longer Term Warrants cutstanding. Each Longer Term Warrant entitles the holder to acquire, at the holder's
option (i) one Common Share at a price of $6.00, or (ii) one flow through Common Share at a price of $7.50. The
Longer Term Warrants will expire on September 30, 2007,




In the event the Longer Term Warrants are not exercised, management believes that MGM Energy has adequate funding
for the remainder of 2007, but will require additional financing to complete its 2007/2008 drilling program. Sources of
additional financing are currently being investigated and could include a rights issuance to existing shareholders, and
the issuance of additional debt and equity. Although MGM Energy presently anticipates that it will be able to obtain
sufficient additional financing to complete its 2007/2008 drilling program, if MGM Energy is unable to meet
its obligations under the Farm-in Apreement, Paramount continues to be lable for such obligations. MGM
Energy would become obligated to repay Paramount on a demand basis for any such expenditure made by Paramount.

At April 30, 2007, MGM Energy had 35,226,834 Common Shares issued and outstanding. At April 30, 2007 there
were approximately 14.2 million Longer Term Warrants outstanding, all of which are exercisable, and appreximately
1.3 million stock options outstanding, none of which are exercisable.

Contractual Obligations

MGM Energy has the following contractual obligations as at March 31, 2007:

Recognized

in financial Less than |
{§ thousands) statements Year 1-3years 4-5vears After S years Total
Assel retirement obligations Yes- Partially - 25 - 1,242 1,267
Capital spending commitment ‘! No 11,000 110,000 - - 121,000
Total 11.000 110,025 - 1,242 122,267

" Includes MGM Energy drill rig commitment during the first quarter of 2008.

Related Party Transactions
Paramount Resources Ltd.

At March 31, 2007, Paramount held 18.2 million common shares of MGM Energy, representing 51.7 percent of the
issued and outstanding commaon shares of MGM Energy at such time. In addition to the common shares of MGM
Energy held by Paramount, MGM Energy and Paramount have certain common members of management and directors.
The following provides a summary of the related party transactions between MGM Energy and Paramount:

e  MGM Energy acquired the Spinout Assets from Paramount pursuant to the MGM Spinout, as is more fully
described in Note | to the [nterim Financial Statements. As the transfer of the Spinout Assets from Paramount to
MGM Energy did not result in a substantive change in ownership of the Spinout Assets, the transaction was
accounted for using the carrying value of the property transferred, with the exception of the amount recorded in
property, plant and equipment in respect of the Anciltary Asset. MGM Energy repaid the $12.0 million principal
amount demand promissory note, and accrued interest of $13 thousand during the quarter. In addition, Paramount
repaid a $163 thousand principal amount demand promissory note due 10 MGM Energy and interest of 30.7
thousand during the quarter.

¢ Paramount provided certain operational, administrative, and other services to MGM Energy and funded on MGM
Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant to a services agreement
dated January 12, 2007 (the “Services Agreement”). The Services Agreement will terminate on December 31,
2007, subject to an ability to extend, unless terminated by either MGM Energy or Paramount on six months prior
written notice. Under the Services Agreement, MGM Energy pays Paramount its reasonable costs incurred in
providing services to MGM Energy (including expenses of a general and administrative nature) plus 10 percent
of such costs (the “10 percent Charge”). For the period ended March 31, 2007, Paramount funded $1.0 million of
capital expenditures related to the Farm-in Agreement on MGM Energy’s behalf. in addition, MGM Energy
recorded costs billed and expected to be billed by Paramount of $1.7 million in respect of the costs of the MGM
Spinout and other set-up costs benefiting MGM Energy. These transactions were recorded in the Interim
Financial Statements at their exchange amounts.




. For the period ended March 31, 2007, other amounts billed by Paramount under the Services Agreement totaled
$0.3 million, including a 10 percent Charge of $24 thousand.

*  As a result of the MGM Spinout, certain employees and officers of MGM Energy hold stock options previously
issued by Paramount. The stock-based compensation expense relating te these options for the period January 12,
2007 to March 31, 2007 totaled $153 thousand and has been included in stock-based compensation expense in
the statement of loss.

Other

MGM Energy completed a private placement to certain directors of MGM Energy of 160,000 flow-through Common
Shares at a price of $6.25 per share and 210,000 Common Shares at a price of $5.00 per share, each accompanied by
one Longer Term Warrant, for aggregate gross proceeds of $2,050,000.

Selected Annual Information

The following table provides selected annual information for the years ended December 31on a carve-out basis from
Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s control. Readers are referred
to the cautionary note above under the heading — “Overview™

{8 thousands, except as noted) 2006 2005 2004

Total Revenues - - -
Net Loss 2,777 {7,642) (1,007)
Per share — basic and diluted ($/share) ! (0.16) (0.44) (0.06)
Total Assets 71.628 65,876 43,077

Total Long-term Financial Liabilities - - -

(1) Loss per share for all periods presented is based on the weighted average number of Common Shares outstanding of 17,393,278 for the three
maonths ended March 31, 2007,

Total assets increased consistently from year to year up to 2006. In 2005 Paramount increased drilling and exploration
activity at the Colville Properties and in 2006 Paramount entered the Farm-in Agreement with Chevron. The net loss
volatitity incurred in 2005 primarily was a result of dry hole expense refated to the Colville Properties.




Summary of Quarterly Results

(8 thousands, except as noted) 2007 2006 2005

Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
Total Revenue - - - - - - - -
Net Loss " (21,343) 2915)  (109) 544 (297y (15,185  (14,580)  (13,835)
Ff,;ﬁ:g ¢ basic and diluted (1.57) (0.17) (001  0.03 002) (087 (0.84)  (0.80)

(1) The quarterly information prior to January 12, 2007 was prepared on a carve-out basis from Paramount as if MGM Energy had operated as a
stand-alone entity subject to Paramount’s control. Readers are referred to the cautionary note above under the heading “Overview™.

(2)  Loss per share for ali periods presented is based on the weighted average number of Common Shares outstanding of 17,393,278 for the three
months ended March 31, 2007

Critical Accounting Estimates

The preparation of the Financial Statements in accordance with GAAP requires management to make estimates,
judgments and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities, if any, at the date of the financial statements, and the reported amounts of revenues and expenses during
the reporting period. MGM Energy bases its estimates on historical experience and various other factors that are
believed by management to be reasonable under the circumstances. Actual results could differ from these estimates,

The following is a discussion of the accounting estimates that are considered critical.

Successful Efforts Accounting

MGM Energy follows the successful efforts method of accounting for its petroleum and natural gas operations. Under
this method, acquisition costs of oil and gas properties and costs of drilling and equipping development wells are
capitalized. Costs of drilling exploratory wells are initially capitalized pending evaluation as to whether proved reserves
have been found. 1f economically recoverable reserves are not found, such costs are charged to earnings as dry hole
costs. If economically recoverable reserves are found, such costs are depleted on a unit-of-production basis. The
determination of whether economically recoverable quantities of reserves are found is dependent upon, among other
things, the results of planned additional wells and the cost of required capital expenditures to produce the reserves
found.

The application of the successful efforts method of accounting requires the use of judgment to determine, among other
things, the designation of wells as development or exploratory, and whether exploratory wells have discovered
economically recoverable quantities of proved reserves. The results of a drilling operation can take considerable time to
analyze, and the determination that proved reserves have been discovered requires both judgment and application of
industry experience. The evaluation of petroleum and natural gas leasehold acquisition costs requires management’s
judgment to evaluate the fair value of exploratory costs related to drilling activity in a given area. Ultimately, these
determinations affect the timing of deduction of accumulated costs and whether such costs are capitalized and amortized
on a unit-of-production basis or are charged to earnings as dry hole expense.

Reserve Estimates

Estimates of MGM Energy’s reserves are prepared in accordance with the Canadian standards set out in the Canadian
Oil and Gas Evaluation Handbook and National Instrument 51-101. Reserve engineering is a subjective process of
estimating underground accumulations of petroleum and natural gas that cannot be measured in an exact manner. The
process relies on interpretations of available geological, geophysical, engineering and production data. The accuracy of
a reserves estimate is a function of the quality and quantity of available data, the interpretation of that data, the accuracy
of various mandated economic assumptions and the judgment of the persons preparing the estimate.

MGM Energy’s reserves were evaluated by qualified independent reserves evaluators. Estimates prepared by others,
including by management of MGM Energy, may be different than these estimates. Because these estimates depend on
many assumptions, all of which may differ from actual resulls, reserves estimates may be different from the quantities




of petroleum and natural gas that are ultimately recovered. In addition, the results of drilling, testing and production
after the date of an estimate may justify or require revisions to the estimate.

The present value of future net revenues should not be assumed to be the current market value MGM Energy’s
estimated reserves. Actual future prices, costs and reserves may be materially higher or lower than the prices, costs and
reserves used for the future net revenue calculations.

The estimates of reserves impact depletion, dry hole expenses and asset retirement obligations. If reserves estimates
decline, the rate at which MGM Energy records depletion expense increases, reducing net earnings. In addition, changes
in reserves estimates may impact the outcome of MGM Energy’s assessment of its petroleumn and natural gas properties
for impairment,

Impairmeni of Petroleum and Natural Gas Properties

MGM Energy reviews its proved properties for impairment annually, or as economic events dictate, on a field basis, For
each field, an impairment provision is recorded whenever events or circumstances indicate that the carrying value of
those properties may not be recoverable. The impairment provision is based on the excess of carrying value over fair
value. Fair value is calculated as the present value of the estimated expected future cash flows from proved and
probable petroleum and natural gas reserves, as estimated by MGM Energy’s independent reserves evaluators on the
balance sheet date. Reserve estimates, as well as estimates for petroleum and natural gas prices, royalties and production
costs, may change and there can be no assurance that impairment provisions will not be required in the future.

Unproved leasehold costs and exploratory drilling in progress are capitalized and reviewed periodically for impairment.
Costs related to impaired prospects or unsuccessful exploratory drilling are charged to earnings. Acquisition costs for
leases that are not individually significant are charged to eamings as the related leases expire. Further impairment
expense could result if petroleum and natural gas prices decline in the future or if negative reserves revisions are
recorded, as it may be no longer economic to develop certain unproved properties. Management’s assessment of, among
other things, the results of exploration activities, commodity price outlooks and planned future development and sales,
impacts the amount and timing of impairment provisions.

Asset Retirement Obligations

MGM Energy recognizes the fair value of an asset retirement obligation in the period in which it is incurred and when a
reasonable estimate of the fair value can be made. The fair value of the asset retirement obligations are capitalized as
part of the cost of the refated long-lived asset and depreciated on the same basis as the underlying asset. The
accumulated asset retirement obligation is adjusted for the passage of time, which is recognized in depletion,
depreciation and accretion expense in the statement of loss, and for revisions in either the timing or the amount of the
original estimated cash flows associated with the lLiability.

Upon retirement of its oil and gas assets, MGM Energy anticipates incurring substantial costs associated with
abandonment and reclamation activities. Estimates of the associated costs are subject to uncertainty associated with the
method, timing, and extent of future retirement activities. Accordingly, the annual expense associated with future
abandonment and reclamation activities is impacted by changes in the estimates of the expected costs, reserves. The
total undiscounted abandonment liability is currently estimated at $1.7 million, which is based on management’s
estimate of costs and in accordance with existing legislation and industry practice.




Recent Accounting Pronouncements
Capital Disclosures

As of October 1, 2007 MGM Energy will be required to adopt new Section 1535 — Capital Disclosures. Under new
section 1533, companies are required to disclose their objectives, policies and procedures for managing capital, as well
as whether externally imposed capital requirements have been complied with. Section 1535 was issued in December
2006 and MGM Energy is assessing the impact this change will have on its future financial statements.

Advisories
Forward-looking Statements and Estimates

Certain statements included in this document constitute forward-looking statements under applicable securities
legislation. Forward-looking statements or information typicatly contain or can be identified by statements which
include words such as "anticipate”, "assume", "based", "believe", "can", "continue", "depend”, "estimate”, "expect",
"forecast”, "if", "intend", "may”, "plan", "project”, "propose”, "result", "upon”, "will", "within" or similar words
suggesting future outcomes or statements regarding an outlook. Forward-looking statements or information in this
document include but are not limited to estimates of future capital expenditures, business strategy and objectives,
exploration, development and production plans and the timing thereof, operating and other costs, and expectations as to

how MGM Energy’s working capital requirements and planned 2007/2008 capital program will be funded.

Such forward-looking statements or information are based on a number of assumptions which may prove to be
incorrect. Assumptions have been made regarding, among other things:
® the ability of MGM Energy to obtain required capital to finance its exploration, development and operations;

® the ability of MGM Energy to obtain equipment, services, supplies and personne! in a timely manner and at an
acceptable cost to carry out its activities;

® the ability of MGM Energy to market its oil and natural gas successfully to current and new customers;
® the ability of MGM Energy to transport its oil and natural gas successfully to market;

® the timing and costs of Mackenzie Valley pipeline and facility construction and expansion and the ability of MGM
Energy to secure adequate product transportation;

* the ability of MGM Energy to obtain drilling success consistent with expectations;
» the timely receipt of required regulatory approvals; and
= future oil and gas prices.

Although MGM Energy believes that the expectations reflected in such forward-looking statements or information are
reasonable, undue reliance should not be placed on forward-looking statements because MGM Energy can give no
assurance that such expectations will prove to be correct. Forward-looking statements or information are based on
current expectations, estimates and projections that involve a number of risks and uncertainties which could cause actual
results to differ materially from these anticipated by MGM Energy and described in the forward-looking statements or
information. These risks and uncertainties include but are not limited to:

® the ability of MGM Energy’s management to execute its business plan;

® delays in and/or abandonment of the Mackenzie Valley Pipeline project;

® the risks of the oil and gas industry, such as operational risks in exploring for, developing and producing crude oil
and natural gas and market demand;

* the ability of MGM Energy to obtain required capital to finance its exploration, development and operations and the
adequacy and costs of such capital;




= fluctuations in oil and gas prices, foreign currency exchange rates and interest rates;

= risks and uncertainties involving the geology of oil and gas deposits;

* the uncertainty of reserves estimates and reserves life;

® the uncertainty of resource estimates and resource life;

» the uncertainty of estimates and projections relating to exploration and development costs and expenses;

= the uncertainty of estimates and projections relating to future production and the results of exploration,
development and drilling;

®  potential delays or changes in plans with respect to exploration or development projects or capital expenditures;
®*  MGM Energy's ability to enter into or renew leases;

= health, safety and environmental risks;

=  MGM Energy's ability to secure adequate product transportation;

= the ability of MGM Energy to add production and reserves through development and exploration activities;

®  weather conditions;

= the possibility that government policies or laws may change or governmental approvals may be deiayed or
withheld,

® changes in taxation laws and regulations and the interpretation thereof;

® changes in environmental and other regulations and the interpretation thereof;

= the cost of future abandonment activities and site restoration;

= the ability to obtain necessary regulatory approvals;

* risks associated with existing and potential future law suits and regulatory actions against MGM Energy;
= uncertainty regarding aboriginal land claims and co-existing with local populations;

® loss of the services of any of MGM Energy’s executive officers or key employees;

= the requirement to fulfill obligations under the farm-in agreement assigned in connection with Paramount’s spinout
of MGM Energy;

®  the impact of market competition;
® general economic and business conditions; and

»  other risks and uncertainties described elsewhere in this management’s discussion and analysis form or in MGM
Energy’s other filings with Canadian securities authorities.

MGM Energy cautions that the list of assumptions and risks set forth above is not exhaustive. Some of the risks,
uncertainties and other factors which negatively affect the reliability of forward looking information are discussed in
MGM Energy’s public filing, which are available on the SEDAR website at www.sedar.com.

The forward-looking statements or information contained in this document are made as of the date hereof and MGM
Energy undertakes no obligation to update publicly or revise any forward-looking statements or information, whether as
a result of new information, future events or otherwise, unless so required by applicable securities laws,




MGM Energy Corp.
Interim Financial Statements (Unaudited)
As at and for the three months ended March 31, 2007




MGM Energy Corp.
Balance Sheets (Unaudited)

($ thousands)
For periods prior to January 12, 2007, the fimancial statements,
including the results of operations and cash flows, have been prcpared
on a carve-out basis from Paramount Resources Led. as is described in
Note 2. 'These financial statements may not be indicative of the results
that would have been attained if MGM Energy Corp. had operated as a
stand-alone entity for these periods.
As at As at
March 31 December 31
2007 2006
{Note 2)
ASSETS
Current assets
Cash and cash equivalents $ 63,081 b -
Accounts receivable 475 1,360
63,556 [.360
Property, plant and equipment (Note 4) 66,619 70,268
§ 130,175 § 71628
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounis payable and accrued liabilities § 27642 s 6,774
Due to Paramount Resources Lid. (Note 11} 921 -
28,563 6,774
Asset retirement obligations (Note 5) 948 439
Future income taxes (Note 8) 2,367 3,895
31,878 11,108
Contingencies and Commitments {Note 12)
Shareholders’ Equity
Share capital (Note 6) 123,762 -
Contributed surplus 528 -
Net investment by Paramount Resources Ltd. (Note 2) - 60,520
Deficit (25,993) -
98,297 60,520
$ 130,175 $ 71,628

See the accompanying notes to these Financial Statements.




MGM Energy Corp.

Statements of Loss (Unaudited)
(% thousands, except as noted)

For periods prior 10 January 12, 2007, the finsncial statements,
including the results of operations and cash flows, have been prepared
on a carve-out basis from Paramount Resources Ltd. 25 is described in
Note 2. These financial statements may not be indicative of the results
that would have been attained if MGM Energy Corp. had operated as a
stand-alone entity for these periods.

Three Months Ended March 31

2007 2006
{Note 2) {Note 2}
Revenue
Interest income $ 253 -
253 -
Expenses
Operating 4 12
General and administrative (Note 11) 1,443 69
Stock-based compensation (Note 7) 782 146
Exploration 432 62
Dy hole (Note 4) 36,397 -
Interest 20 -
Accretion of asset retirement obligations (Note 5) 25 7
39,103 296
Loss before tax (38,850) {296)
Future income tax expense (recovery) (Note 8) (11,507) 1
Net loss and other comprehensive loss § (27343 {297)
Net loss per Common Share (S/share) (Note 6)
Basic (1.8T) (0.02)
Diluted (1.5T) {0.02)
Weighted average Common Shares outstanding (thousands) (Not 6)
Basic 17,393 17,393
Diluted 17,393 17,393

Statements of Deficit (Unaudited)

(% thousands)
Three Months Ended March 31
2007 2006
(Note 2} (Note 2)
Deficit, beginning of year 5 - -
Net loss (27.343) (297)
Loss allocated (o net investment by Paramount Resources Lid. 1,350 297

Deficit, end of period

$ (25993

See the accompanying notes to these Financial Statements.




MGM Energy Corp.
Statements of Cash Flows (Unaudited)
($ thousands)

For periods prior to January 12, 2007, the financial statements,
including the results of operations and cash flows, have been prepared
on a carve-out basis from Paramount Rescurces Lid, as s described in
Note 2. These financial statements may not be indicative of the results
that would have been attained if MGM Energy Corp. had operated as a
stand-alone entity for these periods.

Three Months Ended March 31

2007 2006
(Note 2) (Note 2)
Operating activities
Net loss and other comprehensive loss 5 (27343) $ (297)
Add (deduct):
Stock-based compensation {Note 7) 782 38
Exploration 432 62
Dry hole (Note 4) 36,397 -
Accretion of asset retirement obligations (Note 5) 25 7
Asset retirement obligation expenditures (400) -
Future income tax (recovery) expense (Notc 8) (11,507) 1
Funds flow from operations (1,614) (189)
Change in non-cash working capital (Note 10) 639 (236)
075 (@25)
Financing activities
Repayment of note {12,000) -
Proceeds on settiement of note 163 -
Common shares issued. net of issuance cosls (Note 6) 78,545 -
Net investment by Paramount Resources Ltd. (Note 2) 3,195 1,214
69,903 1,214
[nvesting activities
Additions to property, plant and equipment (Note 4) (32,296) 327
Reorganization costs (1,000) -
Change in non-cash working capital (Note 10) 27,449 (1,116)
(5,847 (789)
Increase in cash and cash equivalents 63,081 -
Cash and cash equivalents, beginning of period - N
Cash and cash equivalents, end of period § 63,081 $ -

Supplemental cash flow information (Note 10)

See the accompanying notes to these Financial Statements.




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

(3 thousands, except as noted)

1. Structure and Formation of the Company

MGM Energy Corp. (“MGM Energy™ or the "Company") is an independent Canadian public company, the principal
business of which is to acquire, develop, optimize exploit and produce oil and natural gas in Northern Canada. The
Company was incorporated under the Business Corporations Act (Alberta) on October 31, 2006 as 1278517 Alberta
Ltd. On December 4, 2006, the Company’s articles were amended to change its name to “MGM Energy Corporation”
and subsequently on January 9, 2007 the articles were further amended to change its name to “MGM Energy Corp.”

MGM Energy is considered to be a development stage enterprise, as it has yet to generate revenve from its planned
principal operations. Similar to other development stage enterprises, the recoverability of amounts shown for property,
plant and equipment are dependent upon the ability of the Company to obtain necessary financing for its planned
exploration and development activities and to discover, develop, transport and market economically recoverable
quantities of petroleum and natural gas.

MGM Spinout

On January 12, 2007, Paramount Resources Ltd. (“Paramount™) completed a reorganization pursuant to a plan of
arrangement under the Business Corporations Act (Alberta) involving Paramount, its shareholders and MGM Energy
{the “MGM Spinout™).

Through the MGM Spinout:

»  MGM Energy became the owner of (i) rights and obligations under an area-wide farm-in agreement (the “Farm-in
Agreecment”) respecting the Mackenzie Delta, Northwest Territories Exploration Licence #394, Exploration
Licence #427 and Inuvik Concession Blocks 1 and 2 (the “Farm-in Assets™); (ii) oil and gas properties in the
Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest Territories (the “Colville Assets™); and (iii)
an interest in one well in the Cameron Hills area of the southern portion of the Northwest Territories (the
“Ancillary Asset”), all of such property formerly being owned by Paramount (collectively referred to as the
“Spinout Assets™);

¢ MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million, bearing
interest at 10 percent per annum, and 18.2 million voting Class A Preferred Shares, which note was subsequently
repaid by MGM Energy and which shares were subsequently converted into voting common shares of MGM
Energy (“Common Shares™) on a share-for-share basis; and

e MGM Energy issued Paramount’s shareholders an aggregate of approximately 2.8 million Common Shares and
approximately 14.2 million warrant units, with each warrant unit consisting of one MGM Energy short term
warrant (each, a “Short Term Warrant”) and one MGM Energy longer term warrant (each, a “Longer Term
Warrant™).

Each warrant entitled or entitles, as the case may be, the holder to purchase one Common Share or one flow-through
Common Share as described in Note 6 (Share Capital). Each Longer Term Warrant was not exercisable, and was not
separable from the corresponding Short Term Warrant inciuded in the warrant unit, unless the corresponding Short
Term Warrant was exercised.

Paramount has the option, subject to certain conditions, to reacquire the Ancillary Asset from MGM Energy for $5
million, the same price that it seld such asset to MGM Energy through the MGM Spinout (the “Repurchase Option™).




Because of the nature of the Repurchase Option, for accounting purposes the Anciflary Asset is deemed to be retained
by Paramount.

The transfer of the Spinout Assets from Paramount to MGM Energy did not result in a substantive change in ownership
of the Spinout Assets and therefore the transaction was accounted for using the carrying value of the property
transferred, with the exception of the amount recorded in property, plant and equipment in respect of the Ancillary
Asset, which was not recorded. The carrying values of assets and related liabilities transferred to MGM Energy on
January 12, 2007 were as follows:

Property. plant and equipment b3 71,859
Assel retirement obligations (439)
Note receivable 163
Accounts payable (1,000}
Future income taxes (13.369)
Net carrying value s 57.214

The amounts recorded in MGM Energy’s financial statements in respect of consideration for the Spinout Assets on
January 12, 2007 were as follows:

Notc payable s 12,000
Common Shares 3,508
Class A Preferred Shares 41,706
Total $ 57,214

No amounts were attributed to the Short Term Warrants or the Longer Term Warrants.

MGM Energy is responsible to share 50 percent of the costs of the MGM Spinout with Paramount. Included in the net
carrying value above, is $1.0 million in respect of MGM Energy’s estimated share of such costs. The carrying value of
Class A Preferred Shares was reduced by an equivalent amount, net of the tax benefit of such costs.

2. Basis of Presentation

These Financial Statements are stated in Canadian dollars and have been prepared in accordance with Canadian
generally accepted accounting principles (“GAAP™). As mentioned in Note |, MGM Energy acquired its assets from
Paramount effective Januwary 12, 2007, These Financial Statements present the historic financial position, results of
operations and cash flows for the Farm-in Assets and the Colville Assets and results of operations and cash flows of the
Ancillary Asset on a carve-out basis from Paramount as if MGM Energy had operated as a stand-alone entity subject to
Paramount’s control prior to Janvary 12, 2007. Because of the nature of the Repurchase Option, for accounting
purposes, the Ancillary Asset is deemed 10 be retained by Paramount and no amount has been recorded as an asset on
the balance sheet in respect of it, but applicable asset retirement obligations, operating resuits and cash flows are
reflected in these Financial Statements. The book value of the excluded Ancillary Asset as at December 31, 2006 was
$1.6 million. Commencing January 12, 2007, MGM Energy holds the Spinout Assets, with the results of operations and
cashflows accruing to the benefit of the Company.

Each of Paramount’s core areas has distinct operating staff, capital budgets and targets. Paramount also has shared
services such as drilling, facilities and censtruction, accounting, land administration and corporate compliance.
Historically, Paramount has maintained accounting records necessary to support its consolidated financial statements
and for other internal and tax reporting purposes. While the amounts applicable to the Spinout Assets and Ancillary
Asset for certain expenses, assets and liabilities for periods prior to January 12, 2007 can be derived directly from the
accounting records of Paramount, it has been necessary to allocate certain items in the manner described below.




Accounts receivable, property, plant and equipment, accounts payable and accrued liabilities, and the liability for asset
retirement obligations as at December 31, 2006 have been derived directly from the accounting records of Paramount.

For periods prior to January 12, 2007 the amounts for operating costs, geological and geophysical costs, dry hole costs,
lease rental costs, accretion of asset retirement obligations and write-down of petroleum and natural gas properties have
been derived directly from the accounting records of Paramount. As the Spinout Assets have never produced, except
for limited periods of testing, there has been no revenue, royalties, transportation costs, or depletion and depreciation
respecting such properties. Similarly, no gains or losses associated with financial instruments related to revenue were
allocated to the Spinout Assets or Ancillary Asset because of their non-producing nature.

General and administrative costs incurred by Paramount for periods prior to January 12, 2007 have been allocated on a
pro rata basis using the estimated percentage of time spent by individual employees on the Spinout Assets during the
relevant period.

The income tax balances for the costs of acquiring, exploring for and developing the Spinout Assets, and the costs of
associated tangible equipment, are blended with those of Paramount’s other areas. The future income tax liability as at
December 31, 2006 resulted from the utilization of specific tax pools for the purpose of satisfying certain flow-through
share commitments.

For purposes of presentation of the statement of cash flows prior to January 12, 2007, cash receipts and disbursements
were deemed to be iransferred to and from Paramount’s corporate account concurtent with the respective inflow or
outflow of cash and are presented as “Net investment by Paramount Resources Ltd.”

As a result of the basis of presentation described above, these financial statements may not be indicative of the
results that would have been attained if MGM Energy had operated as a stand-alone entity prior to January 12,
2007.

3. Summary of Significant Accounting Policies

(a) Joint Operations

A portion of MGM Energy’s activities are conducted jointly with others and accordingly, these Financial Statements
reflect only the Company’s proportionate share of any revenues, expenses, assets and liabilities.

(b) Measurement Uncertainty and Use of Estimates

The timely preparation of these Financial Statements in conformity with Canadian GAAP requires that management
make estimates and assumptions and use judgment that affects: (i) the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements; and (ii) the reported amounts of
expenses during the reported periods. Such estimates primarily relate to unsettled transactions and events as of the date
of the Financial Statements. Actual results could differ materially from these estimates.

The amounts recorded for accretion and asset retirement obligations are based on estimates of future costs and other
relevant assumptions. By their nature, these estimates are subject to measurement uncertainty and the impact of
changes in these estimates and assumptions on the financial statements of future periods could be material.

(c) Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term investments with original maturities of three months or less,
The short-term investments are classified as held-to-maturity and measured at amortized cost using the effective interest
method.




{d) Property, Plant and Equipment

Property, plant and equipment are recorded at cost. MGM Energy follows the successful efforts method of accounting
for petroleum and natural gas operations. Under this method, acquisition costs of oil and gas properiies and costs of
drilling and equipping development wells are capitalized. Costs of drilling exploratory wells are initially capitalized. If
economically recoverable reserves are not found, such costs are charged to earnings as dry hole expense. Exploration
wells are assessed annually, or more frequently as economic conditions dictate, for determination of reserves, and as
such, success. Costs of drilling exploratory wells remain capitalized when a well has found a sufficient quantity of
reserves to justify completion as a producing well and sufficient progress is being made to assess the reserves and the
economic and operating viability of the well. All other exploration costs, including geological and geophysical costs
and annual lease rentals are charged to earnings as when incurred. Producing areas and significant unproved properties
are assessed annually, or more frequently as economic events dictate, for potential impairment. Any impairment loss is
the difference between the carrying value of the asset and its fair value.

{e) Depletion and Depreciation

Capitalized costs of proved oil and gas properties are depleted using the unit of production method. For purposes of
these calculations, production and reserves of natural gas are converted to barrels on an energy equivalent basis.

The costs of successful exploratory wells and development wells are depleted over proved developed reserves while
acquired resource properties with proved reserves are depleted over proved reserves. Acquisition costs of probable
reserves are not depleted or amortized white under active evaluation for commercial reserves, Costs are transferred to
depletable costs as proved reserves are recognized.

Costs associated with significant development projects are not depleted until commercial production commences.
N Asset Retirement Obligations

MGM Energy recognizes the fair value of an asset retirement obligation in the period in which it is incurred and when a
reasonable estimate of the fair value can be made. The fair values of asset retirement obligations are capitalized as part
of the cost of the related long-lived asset and depreciated on the same basis as the underlying asset. The accumulated
asset retirement obligation is adjusted for the passage of time, which is recognized as accretion expense in the
statements of loss, and for revisions in either the timing or the amount of the original estimated cash flows associated
with the liability. Actual costs incurred upon settlement of the asset retirement obligation reduce the asset retirement
obligation to the extent of the liability recorded. Differences between the actual costs incurred upon settlement of the
asset retirement obligation and the liability recorded are recognized in the period in which the settlement occurs.

(g) Future Income Taxes

MGM Energy follows the liability method of accounting for income taxes. Under this method, future income taxes are
recognized for the effect of any difference between the carrying amount of an asset or liability reported in the financial
statements and its respective tax basis, using substantively enacted income tax rates. Accumulated future income tax
balances are adjusted to reflect changes in substantively enacted income tax rates, with adjustments being recognized in
the results of operations in the peried in which the change occurs.

(h) Flow-Through Shares

MGM Energy has financed a portion of its exploration activities through the issue of flow-through shares. As permitted
under the Income Tax Act (Canada), the tax attributes of eligible expenditures incurred with the proceeds of flow-
through share issuances are renounced 1o subscribers. On the date that MGM Energy files the renouncement documents
with the tax authorities, a future income tax liability is recognized and shareholders’ equity is reduced, for the tax effect
of expenditures renounced to subscribers.




(i) Stock-Based Compensation

MGM Energy has granted stock options to employees and directors, the details of which are described in Note 7 -
Stock-based Compensation.

MGM Energy uses the fair value method 1o recognize compensation expense associated with the MGM Energy options
and non-reciprocal awards of stock options previously made by Paramount to certain MGM Energy employees and
officers, Fair values are determined using the Black-$choles-Merton option-pricing model and relevant assumptions on
the date options are granted. Compensation costs are recognized over the vesting period.

) Recent Accounting Pronouncements

Capital Disclosures

As of October 1, 2007 MGM Energy will be required to adopt new Section 1535 — Capital Disclosures. Under new
section 1535, companies are required to disclose their objectives, policies and procedures for managing capital, as well
as whether externally imposed capital requirements have been complied with. Section 1535 was issued in December
2006 and MGM Energy is assessing the impact this change will have on its future financial statements.

4. Property, Plant and Equipment

March 31, December 31,

2007 2006
Cost Accumulated Net Book Net Book

Depletion and Value Value

Depreciation

Petroleum and natural gas properties s 66,508 § - § 66,508 $ 70,268
Other 111 - 111 -
$ 66,619 § - § 66,619 $ 70,268

Included in property, plant and equipment are asset retirement costs, net of accumulated depletion and depreciation, of
$0.2 million (2006 - $0.2 million). As the Company is still in the development stage, all the capitalized costs associated
with non-preducing petroleum and natural gas properties are currently not subject to depletion.

For the three months ended March 31, 2007, a total of $36.4 million was recorded as dry hole expense.

Continuity of Suspended Exploratory Well Costs

March 31, December 31,
2007 2006
Balance at beginning of year b 70,268 $ 65,001
Additions pending the determination of proved reserves 223 5,267
Well costs charged to dry hole expense (3,989) -
Balance at end of period $ 66,502 3 70.268
Aging of Capitalized Exploratory Well Costs
March 31, December 31,
2007 2006
Exploratory well costs capitalized for a period of one year or less $ 1,890 5 5.267
Exploratory well costs capitalized for a period of greater than one year 64,612 65,001
Balance at end of period $ 66,502 $ 70,268

Number of projects that have exploratory well costs that have been
capitalized for a period greater than one year 9 9




At March 31, 2007, the balance of petroleum and natural gas properties of $66.5 million is comprised of capital costs
for suspended wells related to the Colville Lake Properties. The commerciality of the gas related to such properties is
being evaluated in conjunction with the planned drilling program and anticipated timing for construction of the
Mackenzie Valley Pipeline.

5. Asset Retirement Obligations

Three Months Year Ended
Ended March 31, December 31,
2007 2006
Asset retirement obligations, beginning of period 3 439 5 358
Liabilities incurred 926 -
Revisions in estimated cost of abandonment (42) 51
Liabilities settled (400) -
Accretion expense 25 30
Assel retirement obligations, end of period $ 948 $ 439

The total future asset retirement obligation was estimated by management based on MGM Energy’s net ownership in all
wells, estimated work to reclaim and abandon the wells, and the estimated timing of the costs to be incurred in future
periods. The undiscounted asset retirement obligations associated with MGM Energy’s oil and gas properties at March
31, 2007 are $1.3 million {December 31, 2006 - $0.6 million), which have been discounted using credit-adjusted risk-
free rates between 7 7/8 percent and 10 percent. The majority of these obligations are not expected to be settled for
several years, or decades, in the future and will be funded from general company resources at that time.

6. Share Capital
Authorized

MGM Energy’s authorized capital is comprised of an unlimited number of Common Shares, 18.2 million voting Class
A Preferred Shares and an unlimited number of preferred shares, issuable in series (“Preferred Shares™). The holders of
Class A Preferred Shares are entitled to receive notice of and to attend all meetings of the shareholders of the Company
and to one vote in respect of each Class A Preferred Share at such meetings, except meetings at which only holders of
another specified class or series of shares of the Company are entitled to vote separately as a class or series. The
helders of Class A Preferred Shares are entitled to a § percent cumulative dividend commencing October |, 2007, In
the event of liquidation, dissolution or winding up of MGM Energy or other distributions of assets of the Company
among its shareholders for the purpose of winding up its affairs, the holders of Class A Preferred Shares will be entitled
1o receive per share $5.00 plus accrued and unpaid dividends in priority to any payments to the helders of Common
Shares. Class A Preferred Shares are convertible at any time, at the option of the holder, into Common Shares on a one-
for-cne basis. Class A Preferred Shares convert into Common Shares on a share-for-share basis once MGM Energy has
received $60 million in proceeds from the issuance of Common Shares. All Class A Preferred Shares were converted
into Common Shares on a one-for-one basis on February 16, 2007 {see below).

The Preferred Shares are issuable in one or more series. The Board of Directors of MGM Energy may determine the
designation, rights, privileges, restrictions and conditions attached to each series of Preferred Shares before the issue of
such series. The Preferred Shares will be entitled 1o a preference over Common Shares with respect to the payment of
dividends and the distribution of assets of the company in the event of the liquidation, dissolution or winding up of the
Company.




Issued and Outstanding

Common Shares Shares Amount

Balance - December 31. 2006 1 $ 0
1ssued on MGM Spinout 2.832,673 3,508
Cancelled on MGM Spinout {n 0
Issued on exercise of Short Term and Longer Term Warrants 13,824,161 76,504
Conversion of Class A Preferred Shares 18,200,000 41.706
Issued for cash 370,000 2,050
Share issuance costs, net of tax benefit - (6)

Bzlance - March 31, 2007 35,226,834 $ 123,762

In February 2007, MGM Energy completed a private placement of 210,000 Common Shares at a price of $5.00 per
share and 160,000 Common Shares issued on a flow-through basis at a price of $6.25 per share, with each Common
Share accompanied by one Longer Term Warrant. The gross proceeds of this issue were $2.1 million,

Class A Preferred Shares Shares Amount

Balance - December 31. 2006 - 5 -
Issued on MGM Spinout 18,200,000 41,706
Converted 1o Common Shares (18,200,000} {41,706)

Balance - March 31, 2007 - $ -

On February 16, 2007 18.2 million Class A Preferred Shares were converted into 18.2 million Common Shares, as
MGM Energy had received at least 360 million in proceeds from the issuance of Commaon Shares.

Short Term Longer Term
Outstanding Warrants Warrants Warrants
Balance - December 31. 2006 - -
Issued on MGM Spinout 14,163.365 14,163,365
Issued on Private Placement - 370,000
Exercised (13,824,141) 20)
Expired {339,224) (339,224)
Balance - March 31, 2007 - 14,194,121

Each Short Term Warrant entitled the holder thereof to acquire, at the holder’s option, either (i) one Common Share at a
price of $5.00; or (ii) one flow-through Common Share at a price of $6.25 and was exercisable until February 16, 2007.
A total of 7.9 million Short Term Warrants were exercised for Common Shares and 5.9 million Short Term Warrants
were exercised for flow-through Common Shares for aggregate gross proceeds to MGM Energy of $76.5 million.

As a result of the exercise of the Short Term Warrants, 13.8 million Longer Term Warrants were separated from the
corresponding Short Term Warrants and became exercisable. Each Longer Term Warrant entitles the holder thereof to
acquire, at the holder’s option, either (i} one Common Share at a price of $6.00; or (ii) one flow-through Common Share
at a price of $7.50. The Longer Term Warrants expire on September 30, 2007.

Per Share Information

The loss per share for all periods presented was calculated using the weighted average number of Common Shares
outstanding for the three months ended March 31, 2007,




7. Stock-Based Compensation
MGM Enrergy Options

MGM Energy has a stock option plan (the “Plan™) that enables the Board of Directors or its Compensation Committee
to grant to key MGM Enetgy employees and directors options to acquire Common Shares of the Company. The
exercise price of an option is no lower than the closing market price of the Common Shares on the day preceding the
date of grant. Upon exercise of options under the Plan, optionholders receive either (i) a share certificate for the
Common Shares; or (ii) a cash payment in an amount equa! to the positive difference, if any, berween the market price
and the exercise price of the number of Common Shares in respect of which the option is exercised (a “Cash
Surrender”). MGM Energy, however, can refuse to accept a Cash Surrender and therefore require that the holder
exercise their vested options for cash and acquire Common Shares, Options granted generally vest over four years and
have a contractual life of 4.3 years.

MGM Energy Options

Weighted
Average

Exercise Price Options
($/share)

Balance, January 1, 2007 $ - -
Granted on MGM Spinout 5.00 1,248,000
Granted 4.60 100,008

Balance, March 31, 2007 S 4.97 1,348,000

Options exercisable, March 31, 2007 $ - -

Additional information about MGM Energy’s stock options outstanding as at March 31, 2007 is as follows:

Qutstanding Exercisable
Weighted Weighted Weighted
Average Average Average
Contractual Exercise Exercise
Exercise Prices Number Life Price Number Price
(8 /share) (3 / share)
$4.60 100,000 4.0 $ 460 - s -
$5.00 1,248,000 4.0 5.00 - -
Total 1,348,000 4.0 $ 497 - $ -

The fair value of each option granted is estimated on the grant using the Black-Scholes-Merton option-pricing model
with weighted average assumptions for grants as follows:

For the three months ended March 31, 2007

Weighted average fair value of options granted $ 222
Risk-free interest rate 4.04%
Expected lives (years) 43
Expected volatility 0.5
Annual dividend per share ($/Common Share) $ 0.00




Non-Reciprocal Awards to MGM Energy Employees

MGM Energy recognized compensation expense of $153 thousand for the period January 12, 2007 to March 31, 2007 in
respect of non-reciprocal awards of stock options to MGM Energy employees previously made by Paramount. This
amount was credited to contributed surplus.

8. Income Taxes

The following table reconciles income taxes calculated at the Canadian statutory rate to MGM Energy’s recorded
income tax {recovery):

Three Months
Ended March 31,
2007
Loss before tax $ {38,850)
Effective Canadian statutory income tax rate 31.00%
Expecled income tax (recovery) 5 (12,044)
Increase (decrease) resulting from:
Statutory and other rate differences 302
Net investment by Paramount Resources Lid. 68
Stock based compensation 164
Other 3
[ncome tax recovery 8 (11,507)
Components of Future Income Tax Liability:
March 31,
2007
Property, plant and equipment — carrying value in excess of tax basis $ 342
Asset retirement obligations (282)
Loss carry forwards (736)
Other (36)
Future income tax liability s 2,367

9. Financial Instruments

Interest rate risk

MGM Energy is exposed to interest rate risk to the extent that changes in market interest rates impact MGM Energy’s
short term deposits that have floating interest rates.

10.  Changes in Non-cash Working Capital

Three Months Ended March 31

2007 2006
Accounts receivable S (475) $ (289)
Accounts payable and accrued liabilities 27,642 (1,063)
Due to related parties 921 -
$ 28,088 $  (1,352)
Operating activities $ 639 $ (236}
Investing activilies 27,449 (1,116)

5 28,088 $ (1,352




Supplemental cash flow information

Three Months Ended March 31
2007 2006

Interest paid $ 20 b
Taxes paid $ - $

11.  Related Party Transactions

Paramount Resources Ltd.

At March 31, 2007, Paramount held 18.2 million common shares of MGM Energy, representing 51.7 percent of the
issued and outstanding common shares of MGM Energy at such time. In addition to the common shares of MGM
Energy held by Paramount, MGM Energy and Paramount have certain common members of management and directors.

The following provides a summary of the related party transactions between MGM Energy and Paramount:

MGM Energy acquired the Spinout Assets from Paramount pursuant to the MGM Spinout, as is more fully
described in Note 1 (Structure and Formation of the Company). As the transfer of the Spinout Assets frem
Paramount to MGM Energy did not result in a substantive change in ownership of the Spinout Assets, the
transaction was accounted for using the carrying value of the property transferred, with the exception of the
amount recorded in property, plant and equipment in respect of the Ancillary Asset. MGM Energy repaid the
$12.0 million principal amount demand promissory note and accrued interest of $13 thousand during the quarter.
In addition, Paramount repaid a $163 thousand principal amount demand promissory note due to MGM Energy
and accrued interest of $0.7 thousand during the quarter.

Paramount provided certain operational, administrative, and other services to MGM Energy and funded on MGM
Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant to a services agreement
dated January 12, 2007 (the “Services Agreement™). The Services Agreement will terminate on December 31,
2007, subject to an ability to extend, unless terminated by either MGM Energy or Paramount on six months prior
written notice. Under the Services Agreement, MGM Energy pays Paramount its reasonable costs incurred in
providing services to MGM Energy (including expenses of a general and administrative nature) plus 10 percent
of such costs (the “10 percent Charge™). For the period ended March 31, 2007, Paramount funded $1.0 million of
capital expenditures related to the Farm-in Agreement on MGM Energy’s behalf. In addition, MGM Energy
recorded costs billed and expected to be billed by Paramount of $1.7 million in respect of the costs of the MGM
Spinout and other set-up costs benefiting MGM Energy. These transactions were recorded in these Financial
Statements at their exchange amounts.

For the period ended March 31, 2007, other amounts billed by Paramount under the Services Agreement totaled
$0.3 million, including a 10 percent Charge of $24 thousand.

As a result of the MGM Spinout, certain employees and officers of MGM Energy hold stock options previously
issued by Paramount. The stock-based compensation expense relating to these options for the period Janvary 12,
2007 to March 31, 2007 totaled $153 thousand and has been included in stock-based compensation expense in
the statement of loss.

MGM Energy completed a private placement to certain directors of MGM Energy of 160,000 flow-through Common
Shares at a price of $6.25 per share and 210,000 Common Shares at a price of $5.00 per share, each accompanied by
one Longer Term Warrant, for aggregate gross proceeds of $2,050,000.




12.  Contingencies and Commitments

(a) Commitments

During 2006, Paramount entered into an area wide farm-in agreement respecting certain Mackenzie Delta, Northwest
Territories exploratory properties (the “Farm-in Properties™. On January 12, 2007, Paramount assigned all of its rights
and obligations under the Farm-in Agreement to MGM Energy through the MGM Spinout.

Under the Farm-in Agreement:

¢  MGM Energy can earn a staged 50 percent interest in the Farm-in Properties by drilling 11 wells within a four
year period and making certain lease continuation payments, the aggregate of which is expected to be 511 million
although it may range up to $21 million (of which $11 million is to be paid before the end of 2007 and the
balance, if any, is to be paid between 2008 and 2010);

e Approximately $50 million of 3D seismic must be shot;

¢ Ifall of the drilling commitments under the Farm-in Agreement are satisfied, MGM Energy will also earn a 50
percent interest in three discoveries previously made in the Mackenzie Delta by the counterparties to the Farm-in
Agreement; and

e  Ofthe {1 wells referenced above, MGM Energy must drill at least five test wells; two wells during the 2006 ~
2007 drilling season (which have been drilled as of March 31, 2007), and three wells during the 2007 - 2008
drilling season. MGM Energy currently estimates that the cost of drilling the minimum three wells during the
2007 - 2008 drilling season will be approximately $60-65 million. Once five exploratory wells have been drilled,
MGM Energy may elect to stop further dritling and earn a reduced interest in the Farm-in Properties. In that
event, MGM Energy would remain responsible for the continuation payments and seismic commitment
referenced above.

MGM Energy obtained its rights and obligations under the Farm-in Agreement by way of an assignment from
Paramount as part of the MGM Spinout. Notwithstanding the assignment by Paramount of all of its rights and
obligations under the Farm-in Agreement to MGM Energy, Paramount continues to be jointly and severally liable for
the obligations of MGM Energy under the Farm-in Agreement to the extent such obligations are not satisfied by MGM
Energy. MGM Energy is obligated to satisfy all of the obligations of Paramount under the Farm-in Agreement and to
take whatever steps are necessary to raise sufficient funds to meet such obligations. [f MGM Energy is unable to
satisfy its obligations under the Farm-in Agreement and Paramount is thereby required to satisfy such obligations,
MGM Energy will be obligated to repay to Paramount, on a demand basis, all amounts expended by Paramount to
satisfy such obligations. Any amount owing to Paramount will bear interest at a rate equai to Paramount’s cost of
capital at the time of expenditure, plus one percent, and will be secured by a charge over all of MGM Energy’s assets.

At March 31, 2007, MGM Energy has the following commitments:

2007 2008 2009 2010 2011 Afler 2011
Capital spending commitments 11,000 60,000 50,000 - - -

(b) Contingencies

MGM Energy indemnifies its directors and officers against any and all claims or losses reasonably incurred in the
performance of their service to MGM Energy to the extent permitted by law. MGM Energy has acquired and maintains
liability insurance for its directors and officers.




13.  Subsequent Event

On May 8, 2007, MGM Energy announced that it has entered into an agreement of Purchase and Sale with Encana
Corporation (“EnCana”) to acquire EnCana’s interests in certain assets located in the Mackenzie Delta and elsewhere in
the Northwest Territories for a purchase price of $170 mitlion. To fund the purchase, MGM Energy has entered into an
agreement with a syndicate of underwriters to issue 47.6 million shares for gross proceeds of $155.3 mitlion on a bought
deal basis. C.H. Riddeli, the CEQ of MGM Energy Corp., has indicated his intention 10 subscribe for a total of $235
million of the shares under this offering. The underwriters have an over-allotment option of 15% of the aggregate
shares underwritten that could result in an additional 7.1 million shares and approximately an additional $23 miilion of
gross proceeds if fully exercised.
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MGM Energy Corp.
Balance Sheets (Unaudited)

(5 thousands)

For periods prior to January 12, 2007, the financhl statements,
inctuding he resuits of opertions and cash flow s, have been prepared
01 0 carve-out basis from Paramouni Xesources Lid, as is described in
Note 2, These financial statements may not be indicative of the results
1hat would have been attained if MGM Encryy Corp. had operated as a

stand-nlone enitity for tiese periods,

As at Asal
March 3t December 31
2007 2006
{Notc 2)
ASSETS
Current assets
Cash and cash equivalents S 63,081 $ -
Accounts receivable 475 1,360
63,556 1,360
Froperty, plant and equipment (Notc ) 66,619 70.268
$ 130,175 $ 71628
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and acerued liabilities § 27642 5 6.774
Duc to Parmmoum Rescurces Lid. (Netwe 1) N -
28,563 6.774
Asset retirement obligations {Note $) 948 439
Future income taxes (Now8) 2,367 3.895
31,878 11,108
Contingencies and Commitments (Note i2)
Shareholders' Equity
Share capiial (Now ) 123,762 -
Contribuied surpius 528 -
Net investment by Paranzount Resources Lid. (Notw 2) - 6,520
Deficit {25,993) -
98,297 60.520
$ 130,195 $ 71,628

See the accompanying notes to these Financial Statements.




MGM Energy Corp.
Statements of Loss (Unaudited)

(5 thousands, except as noted)

for periods prior to January 12, 2007, the finansial statcments,
including the results of operations aad cash flows, have been prepared
om a carve-out basts from Paramows. Resources Lid. o3 is deseribed in
Note 2, These financial stalenicms riay ot be indicative of the results
1han wonild have been attained if MUM Energy Com. had operaied ns o
stand-alane entity for these penods.

Three Months Ended March 31

2007 2006
{Note 2) (Note 2)
Revenue
Imerest incame S 153 S -
153 -
Expenses
Operating 4 12
General and administrative (Nowe 113 1,443 69
Stock-based compensation (Mo 7) 782 146
Exploration 432 62
Dry hole (Naie 4) 36,397 -
Intercst 20 -
Accretion of asset retirement obligations (Note §) 25 7
39,103 296
Loss before tax (38.850) (296)
Future inceme 1ax expense {recovery) (Note 8) (11,507) 1
Net loss and other comprehensive loss S (27343) S (297)
Net loss per Common Share (S/share) (Nowe 6)
Basic (1.57) (0.02}
Diluted (.57 (0.02)
Weighted average Common Shares outstanding (thousands) (Now 6
Basic 17393 17.393
Diluted 17,393 17.393

Statements of Deficit (Unaudited)
(5 thousands)

Three Mooths Ended March 31

2007 2006

Nole 2) {Nowe )
Deficit. beginning of year ] - 5 -
Net loss (27.343) (297)
Loss allocated to net investment by Paramount Resources Ltd. 1.350 297
Deficit, end of period $ (2599 5 -

See the accompanying notes to these Financial Statements.




MGM Energy Corp.
Statements of Cash Flows (Unaudited)
(% thousands)

For periods prior 1o January 12, 2007, the financial starements,
inctuding the results of opertions and cash flows, have been prepared
o 2 carve-out basis from Parkmount Resources Lid. as is described in
Note 2. These financial stalements may not be indicative of the results
that would have been antained if MGM Energy Camp. had operated as a

stind-atone catity for these penods.

Three Months Ended March 31

2007 2006
{Note 2) [(Note 1)
Operating activities )
Net loss and other comprehensive loss § (27.343) 5 (297N
Add (deduci):
Stock-based compensation (Note 7) 782 38
Exploration 432 62
Dry hole (Note 4) 36,397 -
Accretion of asset retirement obligations (Note 5) 15 7
Assct retirement obligation expenditures {400) -
Future income tax (recovery') expense (Note 8) {11,507) 1
Funds flow from operations (1.614) (189}
Change in non-cash working capital iNote 10) 639 (236)
(975) (425)
Financing activities
Repayment of note {12,000) -
Proceeds on setilement of note 163 .
Commaon shares issoed, net of issuance costs (Note 6) 78,545 -
Net investient by Paramount Resources L. (o 2) 3,195 1.214
69,903 1.214
Investing activities
Additions 1o property, plant and cquipirent (Note ) (32.296) 327
Reorganization costs {1.000) -
Change in non-cash working capital (Noe 10y 27,449 (1,116)
(5.847) (789)
Increase in cash and cash equivalents 63,081 -
Cash and cash cquivalenis, beginning of period - -
Cash and cash equivalents, end of period S 63,081 $ -

Supplemental eash flow information (Noie 10}

See the accompanying notes to these Financial Statements.




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

(5 thousands, except as noled)

1. Structure and Formation of the Company

MGM Eneray Corp. (“MGM Energy” or the "Company") is an independent Canadian public company, the principal
business of which is to acquire, develop, optimize, exploit and produce oil and natural gas in Noithern Canada. The
Company was incorporated under the Bisiness Corporations Act (Alberta) on October 31, 2006 as 1278517 Alberta
Ltd. On December 4, 2006, the Company's articles were amended to change its name to “MGM Energy
Corporation” and subsequently on January 9, 2007 the articles were further amended to change its name to “MGM
Energy Corp.”

MGM Energy is considered to be a development stage enterprise. as it has yet to generate revenue from its planned
principal operations. Similar 1o other development stage enterprises, the recoverability of amounts shown for
property. plant and equipment are dependent upon tac ability of the Company to obtain necessary financing for its
planned exploration and development activities and 1o discover, develop, transport and market economically
recoverable quantities of petroleum and natural gas.

MGM Spinaur

On January 12, 2007, Paramount Resources Ltd. (“Paramount™) completed a reorganization pursuant to a plan of
arrangement under the Business Corporations Act (Alberta) involving Paramount, its shareholders and MGM
Energy (the "MGM Spinout”).

Through the MGM Spinou:

s  MGM Enerpy became the owner of i) rights and obligations under an area-wide farm-in agreement (the
“Farm-in Agreement”) respecling the Mackenzie Delta. Northwest Territories Exploration Licence #394,
Exploration Licence #427 and Inuvik Concession Blocks 1 and 2 (the “Farm-in Assets™); (ii} oil and gas
properties in the Coiville Lake / Sahtu area of the Central Mackenzie Valley, Northwest Temitories (the
“Colville Asscts™); and (iii) an inierest in onc well in the Cameron Hills area of the southern portion of the
Narthwest Territories (the “Ancillary Asset™), all of such property formerly being owned by Paramount
(collectively referred 1o as the “Spinout Assets™);

e  MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million, bearing
interest at 10 percent per annum, and 18.2 million voting Class A Preferred Shares, which note was
subsequently repaid by MGM Energy and which shares were subsequently converted into veting common
shares of MGM Energy (“Common Shares™) on a share-for-share basis; and

¢«  MGM Energy issued Paramount's shareholders an aggregate of approximately 2.8 million Commnon Shares
and approximately 14.2 million warrant units, with each warrant unit consisting of one MGM Energy short
term warrant (each, a “Short Term Warrant”™) and one MGM Energy longer term warrant (cach, a “Longer
Term Warrant™).

Each warrant entitled or entitles, as the case may be, the holder to purchase one Commen Share or one flow-through
Common Share as described in Note 6 (Share Caphal). Fach Longer Term Warrant was not exercisable, and was
not separable from the corresponding Short Term Warrant included in the warvant unit, unless the corresponding
Short Term Warrant was exercised.

Paramount has the option. subject to certain conditions, to reacquire the Ancillary Asset from MGM Energy for $5
million, the same price that it sold such asset 1o MGM Encrgy through the MGM Spinout {the “Repurchase
Option™). Because of the nature of the Repurchase Option, for accounting purposes the Ancillary Asset is deemed
to be retained by Paramount.




NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

(S thousands, except us noted)

The transfer of the Spinout Assets from Paramount to MGM Energy did not result in a substantive change in
ownership of the Spinout Assets and therefore the transaction was accounted for using the carrying value of the
property transferred, with the exception of the amount recorded in property, plant and equipment in respect of the
Ancillary Asset, which was not recorded. The carrying values of assets and related liabilities transferred to MGM
Energy on January 12, 2007 were as follows:

Property, plant and equipment § 71,859
Asset retirement obligations {439)
Nole receivable 163
Accounts payable (1.000}
Future income taxes {13.369)
Net carrving value S 57.214

The amounts recorded in MGM Energy's financial statements in respect of consideration for the Spinout Assets on
January 12, 2007 were as follows:

Noie payable s 12,000
Common Shares 3.508
Class A Prefered Shares 41,706
Total $ 57,214

No amounts were attributed to the Short Term Warrants or the Lenger Term Warrants.

MGM Energy is responsible to share 50 percent of the costs of the MGM Spinout with Paramount. Included in the
net carrying value above, is $1.0 million in respect of MGM Energy’s ¢stimated share of such costs. The carrying
value of Class A Preferred Shares was reduced by an equivalent amount, net of the tax benefit-of such costs.

2. Basis of Presentation

These Financial Statements are stated in Canadian dollars and have been prepared in accordance with Canadian
generally accepted accounling principles ("GAAP”). As mentioned in Note 1. MGM Energy acquired its assets from
Paramount effective January 12, 2007. These Financial Statements prescnt the historic financial position, results of
operations and cash flows for the Farm-in Assets and the Colville Assets and results of operations and cash flows of
the Ancillary Asset on a carve-out basi§ from Paramount as if MGM Energy had operated as a stand-alone entity
subject 1o Paramount’s control prior to January 12, 2007. Because of the nature of the Repurchase Option, for
accounting purposes, the Ancillary Asset is deemed to be retained by Paramount and no amount has been recorded
as an asset on the balance sheet in respect of it, but zpplicable asset retirement obligations, operating results and cash
flows are reflected in these Financial Statements. The book value of the excluded Ancillary Asset as at December
31, 2006 was $1.6 miltion. Commencing January 12, 2007, MGM Energy holds the Spincut Assets, with the results
of operations and cashflows accruing to the benetit of the Company.

Each of Paramount’s core areas has distinct operating staff, capital budgets and targets. Paramount also has shared
services such as drilling, facilities and construction. accounting, land administration and corporate compliance.
Mistorically, Paramount has maintained accounting records necessary to support its consolidated financial statements
and for other internal and tax reporting purposes. While the amounts applicable to the Spinout Assets and Ancillary
Asset for cenain expenses, assets and liabilities for periads prior to January 12, 2007 can be derived directly from
the accounting records of Paramount, it has been necessary to allocate certain items in the manner described below.
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Accounts receivable, property. plant and equipment. accounts payable and accrued liabilities. and the liability for
asset retirement obligations as at December ‘31, 2006 have been derived directly from the accounting records of
Paramount.

For periods prior to January 12, 2007 the amounts for operating costs. geological and geophysical costs, dry hole
costs, lease rental costs, accretion of asset retirement obligations and write-down of petroleum and natural gas
properties have been derived directly from the accounting records of Paramount. As the Spinout Assets have never
produced, except for limited periods of testing, there has been no revenue, royaltics, transportation costs, or
depletion and depreciation respecting such properties. Similarly, no gains or losses associated with financial
instruments related to revenue were allocated 1o the Spinout Assets or Ancillary Asset because of their non-
producing nature.

General and administrative costs incurred by Paramount for periods prior o January 12, 2007 have been allocated
on a pro rata basis using the estimated percentage of time spent by individual employees on the Spinout Assets
during the relevant period. '

The income tzx balances for the costs of acquiring, exploring for and developing the Spinout Assets, and the costs-of
associated tangible equipment, are blended with those of Paramount’s other areas. The future income tax liability as
at December 31, 2006 resulted from the utilization of specific tax pools for the purpose of satisfying certain flow-
through share commitments.

For purposes of presentation of the statement of cash flows prior to January 12, 2007, cash receipts and
disbursements were deemed to be transferred to and from Paramount’s corporate account concurrent with the
respective inflow or outflow of cash and are presented as “Net investment by Paramount Resources Lid.”

As a result of the basis of presentation described above, these financial statements may not be indicative of
the results that would have been attained if MGM Energy had operated as a stand-alone entity prior to
January 12, 2007,

3, Summary of Significant Accounting Policies

(a) Joint Operarions

A portion of MGM Energy’s activities are conducted jointly with others and accordingly, these Financial Statements
reflect only the Company’s proportionate share of any revenues, expenses, assets and liabilities.

{b) Measarement Uncertuinty and Use of Estimules

The timely preparation of these Financial Statements in conformity with Canadian GAAP requires that management
make estimates and assumptions and use judgment that affects: (i) the reported amounts of assets and liabilities and
disctosure of contingent assets and liabilities at the date of the financial statements: and (i) the reported amounts of
expenses during the reporied periods. Such estimates primarily relate to unsettled transactions and events as of the
date of the Financial Statements. Actual results could differ materially from these estimates.

The amounts recorded for accretion and asset retirement obligations are based on estimates of future costs and other
relevant assumptions, By their nature, these estimates are subject to measerement uncertainty and the impact of
changes in these estimates and assumptions on the financial statements of future periods could be matenrial.
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(e) Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term investments with original maturities of three moaths or
less. The short-term investments are classified as held-to-maturity and measured al amortized cost using the

effective interest method.

0 Property, Plant and Equipment

Property, plant and equipment are recorded at cost. MGM Energy follows the successful efforts method of
accounting for petroleum and natural gas operations. Under this method, acquisition costs of oil and gas properties
and costs of drilling and equipping development wells are capitalized. Costs of drilling exploratory wells are initially
capitatized. 1f economically recoverable reserves are not found, such costs are charged to earnings as dry hole
cxpense. Exploration wells are assessed annually, or more frequently as cconomic conditions dictate, for
determination of reserves, and as such. success. Costs of drilling exploratory wells remain capitalized when 2 well
has found a sufficient quantity of reserves to justify completion as a producing well and sufficient progress is being
made to assess the reserves and the cconomic and operating viability of the well. All other exploration costs,
inciuding geological and geophysical costs and annual lease rentals arc charged to eamings as when incurred.
Producing areas and significant unproved properties are assessed annually, or more frequzntly as economic events
dictate, for potential impairment. Any impairment 1oss is the difference between the carrying value of the asset and
its fair value.

(e) Depletion and Depreciation

Capitalized costs of proved oil and gas properties are depleted using the unit of production method. For purposes of
these calculations, production and reserves of natural gas are converted to barrels on an energy equivalent basis.

The costs of successful exploratory wells and development wells are depleted over proved developed reserves while
acquired resource properties with proved reserves are depleted over proved reserves. Acquisition costs of probable
reserves are not depleted or amortized while under active evaluation for commercial reserves. Costs are transferred
to depletable costs as proved reserves are recognized.

Costs associated with significant development projects are not depleted until commercial production commences.
n Asset Retirement Obligations

MGM Energy recognizes the fair value of an asset retirement obligation in the period i which it is incusred and
when a reasonable estimate of the fair value can be made. The fair values of assel retirement obligations are
capitalized as part of the cost of the related long-lived asset and depreciated on the same basis as the underlying
asset. The accumulated asset retirement obligation is adjusted for the passage of time, which is recognized as
accretion expense in the statements of loss. and for revisions in either the timing or the amount of the original
estimated cash flows associated with the liability. Actual costs incurred upon seitlement of the asset retirement
obligation reduce the asset retirement obligation to the extent of the liability recorded. Differences between the
actual costs incurred upon settlement of the asset retirement obligation and the liability recorded are recognized in
the period in which the seitlement occurs.

(2) Future Income Taxes

MGM Energy follows the liability method of accounting for income taxes. Under this method, future income taxes
are recognized for the effect of any difference between the carrying amount of an asset or liability reported in the
financial statzments and ils respective tax basis, using substantively enacted income tax rates. Accumulated future
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income tax balances are adjusted to reflect changes in substantively enacted income tax rates, with adjustments
being recognized in the results of operations in the period in which the change occurs.

(b Flow-Thirough Shares

MGM Energy has financed a portion of its exploration activities through the issue of flow-through shares. As
permitted under the fncome Tax Act (Canada), the tax attributes of eligible expenditures incurred with the proceeds
of flow-through share issuances are renounced to subscribers. On the date that MGM Energy files the renouncement
documents with the tax authorities. a furure income tax liabilily is recognizec and shareholders’ equity is reduced,
for the tax effect of expenditures renounced to subscribers.

N Stock-Based Compensation

MGM Energy has granted stock options to employees and directors, the details of which are described in Note 7 -
Srock-based Compensation.

MGM Encrgy uses the fair value method to recognize compensation expense associated with the MGM Energy
options and non-reciprocal awards of stock options previously made by Paramount to certain MGM Energy
employees and officers. Fair values are determined using the Black-Scholes-Merton option-pricing mode! and
relevant assumptions on the date options are granted. Compensation costs are recognized over the vesting period.

1] Recent Accounting Pronouncements

Capital Disclosures

As of October [, 2007 MGM Energy will be required 10 adopt new Section 1535 - Capiral Disclosures. Under new
section 1535, companies are required to disclose their objectives, policies and pracedures for managing capital. as
well as whether externally imposcd capital requirements have been complied with. Section 1335 was issued in
December 2006 and MGM Energy is assessing the impact this change will have on its future financial statements.

4. Property, Plant and Equipment

March 31, December 31,

2007 2006
Cost Accumulated Net Book Net Book

Depletion and Value Value

Depreciation

Petroleun and naieeal gas propertics S 66,508 § - § 66508 5 70,268
Other 11 - 111 -
3 66,619 § - $ 66619 § 70208

Included in property, plant and equipment are assel retirement costs, net of accumulated depletion and depreciation,
of $0.2 mitlion (2006 - $0.2 million). As the Company is still in the development stage, all the capitalized costs
associated with non-producing petroleum and natural gas properties are currently not subject to depletion.

For the three months ended March 31. 2007, a total of $36.4 million was recorded as dry hole expense.

Continuity of Suspended Exploratory Well Costs

March 31, December 31,

2007 2006
Halanee at beginning of vear 3 70,268 H) 65,001
Additions pending the determination of proved reserves 223 5.267
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Well costs charged 10 dry hole expense {3,989) -
Balance at end of period S 66,502 $  70.268

Aging of Cupitalized Exploratory Well Costs

March 31, December 31,
2007 2006
Expleratory well costs capitalized for a period ol une year or less s 1.890 5 5267
Exploratory well costs capitalized for a period of greater thun ong year 64,612 65.001
Balance at end of period 5 66,502 5 70,268
Numiher of projects that have exploratory well costs that have been
capitalized for 2 period preater than one veur 9 9

At March 31, 2007, the balance of petroleum and natural gas propertics of $66.5 million is comprised of capital
costs for suspended wells related to the Colville Lake Properties. The commerciality of the gas related to such
properties is being evaluated in conjunction with the planned drilling program and anticipated timing for
construction of the Mackenzie Valley Pipeline.

5. Asset Retirement Obligations

Three Months Year Ended
Ended March 3, December 31,
2007 2006

Asset retirement obligations, beginning of period $ 439 $ 358
Liabilities incurred 926 -
Revisions in estimated cost of abandomnent 42) 3
Liabilities settled {400) -
Accretion expense 15 30
Asset relirement obfigations, end of period S 048 5 439

The total future asset retirement obligation was estimated by management based on MGM Energy’s net ownership
in all wells, estimated work to reclaim and abandon the wells, and the estimated timing of the costs to be incurred in
future periods. The undiscounted asset retirement obligations associated with MGM Energy’s oil and gas properties
at March 31, 2007 are $1.3 million (December 31, 2006 - $0.6 million), which have been discounted using credit-
adjusted risk-free rates between 7 7/8 percent and 10 percent. The majority of these obligations are not expected to
be settled for several years, or decades, in the furure and will be funded from general cempany resources at that
time.

6. Share Capital
Authorized

MGM Energy’s authorized capital is comprised of an unlimited number of Common Shares, 18.2 million voting
Class A Preferred Shares and an unlimited number of preferred shares, issuable in serics (“Preferred Shares™). The
Lolders of Class A Preferred Shares are entitled to receive notice.of and to attend all meetings of the shereholders of
the Company and to one vote in respect of each Class A Preferred Share at such meetings. except meetings at which
only holders of another specified ciass or series of shares of the Company are entitled to vote separately as a class or
series.  The holders of Class A Preferred Shares are entitled 1o a 5 percent cwnulative dividend commencing
October 1, 2007. 1In the event of liquidation, dissotution or winding up of MGM Energy or other distributions of
assets of the Company among its sharcholders for the purpose of winding up its affairs, the holders of Class A
Preferred Shares will be entitled to receive per share $5.00 plus accrued and unpaid dividends in priority to any
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payments to the holders of Common Shares. Class A Preferred Shares are convertible at any time, at the option of
the holder, into Common Shares on a one-for-one basis. Class A Preferred Shares convert into Commor Shares ona
share-for-shars basis once MGM Energy has received $60 million in proceeds from the issuance of Common Shares.
All Class A Preferred Shares were converted into Common Shares on a one-for-one basis on February 16, 2007 (see
below),

The Preferred Shares are issuable in one or more series. The Board of Directors of MGM Energy may determine the
designation, rights, privileges. restrictions and conditions attached to each series of Preferred Shares before the issue
of such series. The Preferred Shares will be entitled to a preference over Common Shares with respect to the
payment of dividends and the distribution of assets of the company in the event of the liquidation, dissolution or
winding up of the Company.

Issued and Ouistanding

Common Shares Shares Amount

Balance - December 31, 2006 ] $ 0
1ssued on MGM Spinout 2832673 3,508
Cancelled on MGM Spinout ) 0
Issucd on exercise of Shert Term and Longer Term Warrants 13.824,16] 76,504
Conversion of Class A Preferred Sharey 18.200.000 41,706
Issued for cash 370,000 2.050
Share issuance costs, net of tax benelil - {6)

Balance - March 31, 2007 35226834 ) 123,762

In February 2007, MGM Energy compieted a private placement of 210,000 Common Shares at a price of $5.00 per
share and 160,600 Common Shares issucd on a flow-through basis at a price of $6.25 per share, with each Common
Share accompanied by one Longer Terrn Warrant. The gross proceeds of this issue were $2.1 million.

Class A Preferred Shares Shares Antount

Balance - December 31, 2006 - M -
Issued on MGM Spinout 18,200.000 41,706
Converted to Common Shares {18,200.000) (41.706)

Balance - March 31, 2007 - s -

On February 16, 2007 18.2 million Class A Preferred Shares were converted into 18.2 million Common Shares, as
MGM Energy had received at least $60 million in proceeds from the issuance of Common Shares.

Short Term Longer Term
Quistanding Warrants Warrants Warrants
Balancce - Decemnber 31. 2006 - -
Issued on MGM Spinout 14,161,365 14.163.365
Issued on Private Placement - 370.000
Exercised {13,824.141) 20)
Expired (339.224) (339.224)
Balance - March 3, 2007 - 14194121

Each Short Term Warrant entitled the holder thereof to acquire. at the holdef's option, either (i) one Common Share
at a price of §5.00; or (ii) one flow-through Common Share at a price of $6.25 and was exercisable until February
16, 2007. A total of 7.9 million Short Term Warrants were exercised for Common Shares and 5.9 million Short
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Term Warrants were exercised for flow-threugh Common Shares for aggregate gross proceeds to MGM Energy of
$76.5 million.

As a result of the exercise of the Short Term Warrants, 13.8 million Longer Term Warrants were scparated from the
corresponding Short Term Warrants and became excercisable. Each Longer Term Warrant entitles the holder thereof
to acquire, at the holder’s option, either (i) one Common Share at a price of $6.00; or (ii) one flow-through Cominon
Share at a price of $7.50. The Longer Term Warrants expire on September 30, 2007,

Per Share Informuation

The loss per share for all periods presented was calculated using the weighted average number of Common Shares
outstanding for the three months cnded March 31, 2007.

7. Stock-Based Compensation
MGM Energy Options

MGM Energy has a stock option plan (the “Plan™) that enables the Board of Directors or its Compensation
Commnittee to grant to key MGM Energy employees and directors options to acquire Common Shares of the
Company. The exercise price of an option is no lower than the closing market price of the Common Shares on the
day preceding the date of grant. Upon exercise of options under the Plan, optionholders receive either (i) a share
certificate for the Cominon Shares: or {ii) a cash payment in an amount equal to the positive difference, il any,
between the market price end the exercise price of the number of Commen Shares in respect of which the option is
exercised (a “Cash Surrender™), MGM Energy. however, can refuse to accept a Cash Surrender and therefore
require that the hoider exercise their vested options for cash and acquire Common Shares. Options granted
generally vest over four years and have a contractual life of 4.3 years.

MGAM Energy Options

Weighted
Average

Exercise Price Options
(S /share)

Balance. January !, 2007 S - -
Granted on MGM Spinout 5.00 1,248,000
Granicd 4.60 100,600

Balance, March 31, 2007 5 4.97 1,348,000

Options exercisable. March 31, 2007 $ - .

Additional information about MGM Energy’s stock options outstanding as at March 31, 2007 is as follows:

Qutstanding Exercisable
Weighted Weishted Weighted
Average Average Average
Contractual Exercise Exercise
Exercise Prices Number Life Price Number Price
{8 /share) (S 7 share}
$4.60 100.000 4.0 $  4.60 - $ -
$5.00 1,248.000 4.0 5.00 - -
Total 1.3:48.000 4.0 $ 497 - $ -
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The fair value of each option granted is estimnated on the grant using the Black-Scholes-Merton option-pricing model
with weighted average assumptions for grants as follows:

For the three months ended March 31, 2007

Weighted average fair value of options granted 5 2
Risk-free interest rate 4.04%
Expected lives (years) 4.3
Expected volatility 0.5
Annual dividend per share {$/Common Share) 3 0.00

Non-Reciprocal Awarids to MGM Ewergy Employees

MGM Energy recognized compcensation expense of $153 thousznd for the period January 12, 2007 to March 31,
2007 in respect of non-reciprocal awards of stock options to MGM Energy employees previously made by
Paramount. This amount was credited 1o contributed surplus,

8. Income Taxes

The following table recanciles income taxes calculated at the Canadian statutery rate to MGM Energy’s recorded
income tax (recovery):

Three Months
Ended March 31,
2007
L.oss betore tax S (38,850)
Effective Canadian statutory jncome tax rate 31.60%
Expected income tax (recovery) S (12,044)
Increase {decrease)} resulting from:
Statutory and other rate differences 302
Net investment by Paramount Resources Lid. 08
Stock based compensation 164
Other 3

Income 1ax recovery S {11,507)
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Components of Future Income Tax Liability:

March 31,
2007

Property. plant and equipment — carrying value in excess of tax basis S 3,421
Asset retirement obligations (282)
Loss carry forwards (736)
Gther {36)
Future income tax liability s 2,367
9. Financial Instruments

Interest rate risk

MGM Energy is exposed to interest rate risk to the extent that changes in market interest rates impact MGM
Energy’s shori term deposits that have floating interest rates,

10.  Changes in Non-cash Working Capital
Three.Months Ended March 3}
2007 2006
Accounts receivable s (475) 5 {289)
Accounis payable and accrued liabilities 27641 (1.063)
Duc to retated partics 921 -
8 28,088 $ (1352}
Opcrating activitics 8 639 $ (236)
Investing adtivitics 27,449 (1.118})
5 28,088 $ (1.352)

Supplemental cash flow information

Three Months Ended March 31
2007 2006

Interest paic S 20 3 -
Taxes paid S - ) -

1.

Related Party Transactions

Paramount Resources Lid.

At March 31, 2007, Paramount held 18.2 million common shares of MGM Energy. representing 51.7 percent of the
issued and outstanding common shares of MGM Energy at such time. In addition to the common shares of MGM
Energy held by Paramount, MGM Energy and Paramount have cerain common members of management and
directors, The following provides a summary of the related pariy transactions between MGM Energy and
Paramount:

MGM Energy acquired the Spinout Assets from Paramount pursuant to the MGM Spinout, as is more fully
described in Note 1 (Structure and Formation of the Company}. As the transfer of the Spinout Assets from
Paramount t0 MGM Energy did not result in a substantive change in ownership of the Spinout Assets, the
transaction was accounted for using the carrying value of the property transferred, with the exception of the
amount recorded in property. plant and equipment in respect of the Ancillary Asset. MGM Energy repaid the
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$12.0 million principal amount demand promissory note and accrued interest of $13 thousand during the
guarter. In addition, Paramount repaid a $163 thousand principal amount demand promissory note due to
MGM Energy and accrued interest of $0.7 thousand during the quarter.

s  Paramount provided certain operational, adminisirative, and other services to MGM Energy and funded on
MGM Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant o a services
agreement dated January 12, 2007 (the “Services Agreement™). The Services Agreement will terminate on
December 31, 2007, subject to an ability to extend. unless terminated by either MGM Energy or Paramount
on six months prior written notice. Under the Services Agreement, MGM Energy pays Paramount its
reasonable costs incurred in providing services to MGM Energy (including expenses of a general and
administrative nature} plus 10 percent of such costs (the “10 percent Charge™). For the period ended March
31, 2007, Paramount funded $1.0 million of capital expenditures related to the Farm-in Agreement on MGM
Energy’s behalf. In addition, MGM Energy recorded costs billed and expected to bz billed by Paramount of
$1.7 million in respect of the costs of the MGM Spinout and other set-up costs benefiting MGM Energy.
These transactions were recorded in these Financial Statements at their exchange amounts.

*  For the period ended March 31, 2007, other amounts billed by Paramount under the Services Agreement
totaled 30.3 miilion, including a 10 percent Charge of $24 thousand.

e As a resull of the MGM Spinout, certain employees and officers of MGM Energy hold stock options
previously issued by Paramount. The stock-based compensation cxpense relating to these options for the
period January 12, 2007 to March 31. 2007 totaled $153 thousand and has been included in stock-based
compensation expense in the statement of loss.

Other

MGM Energy completed a private ptacement to certain directors of MGM Energy of 160,000 flow-through
Common Shares at a price of $6.25 per share ané 210.000 Common Shares at a price of $5.00 per share, each
accompanied by one Longer Term Warrant, for aggregate gross proceeds of $2.050,000.

12.  Contingencies and Commitments

(a) Connunitments

During 2006, Paramount entered into an area wide farm-in agreement respecting certain Mackenzie Delta,
Northwest Temitories exploratory properties (the *Farm-in Properties™). On January 12, 2007, Paramount assigned
ali of its rights and obligations under the Farm-in Agreement to MGM Energy through the MGM Spinout.

Under the Farn-in Agrecment:

e MGM Energy can earn a staged 50 percent interest in the Farm-in Properties by drilling 11 wells within a
four year period and making certain lease continuation payments. the aggregate of which is expected to be
$11 million although it may range up 1o $21 mitlion {of which S11 million is to be paid before the end of
2007 and the balancs, if any, is to be paid between 2008 and 2010);

s Approximately $50 million of 3D seismic must be shot;

s I{all of the drilling commitments under the Farm-in Agreement are satisfied, MGM Energy will also earn a
50 percent interest in three discoveries previously made in the Mackenzie Delta by the counterparties to the
Farm-in Agreement; and
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e  Ofthe 11 wells referenced above, MGM Enerzy must drill at least five test wells: two wells during the 2006 —
2007 drilling season (which have been drilled as of March 31, 2007), and three wells during the 2007 — 2008
drilling season. MGM Energy currently estimates that the cost of drilling the minimum three wells during the
2007 - 2008 drilling season will be approximately $60-65 million. Oncc five exploratory wells have been
drilled, MGM Energy may elect :o stop further drilling and earn a reduced interest in the Farm-in Properties.
In that event, MGM Energy would remain responsible for the continuation payments and seismic
commitment referenced above.

MGM Energy obtained its rights and obligations under the Farm-in Agreement by way of an assignment from
Paramount as part of the MGM Spinout. Notwithstanding the assignment by Paramount of all of its rights and
obligations under the Farm-in Agreement 1o MGM Energy, Paramount continues to be jointly and severaliy liable
for the obligations of MGM Energy under the Farm-in Agreement 1o the extent such obligations are not satisfied
by MGM Energy. MGM Energy is obligated 1o satisfy all of the obligations of Paramount under the Farm-in
Agreement and to take whatever steps are necessary to raise sufticient funds to meet such obligations. If MGM
Energy is unable to satisfy its obligations under the Farm-in Agrcement end Paramount is thereby required to
satisfy such obligations, MGM Energy will be obligated to refay 1o Paramount, on a demand basis, all amounts
expended by Paramount to satisfy such obligations. Any amount owing to Paramount will bear interest at a rate
equal to Paramount’s cost of eapital at the time of expenditure, plus one percent, and will be secured by a charge
over all of MGM Energy’s assets.

At March 31, 2007, MGM Energy has the following commitmerits:

2007 2008 20090 2010 2011 After 201

Capital spending commitments 11,000 60,000 30.000 - - -

(b) Contingencics

MGM Eneray indemnifies iis directors and officers against any and all claims or losses reasonably incurred in the
performance of their service to MGM Energy to the extent permitted by law. MGM Energy has acquired and
maintains liability insurance for its directors and officers.




Management's Discussion and Analysis

This Management's Discussion and Analysis (“MD&A ") should be read in conjunction with the unaudited Interim* ... o
Financial Statements of MGM Energy Corp. (“MGM Energy” or the “Company”) as at and for the three months o
ended March 31, 2007. information included in this MD&A and the Financial Statements has been presenited,iny "

Canadian dollars and in accordance with Canadian generally accepted accounting principles (“GAAP™), unless” ¥ R '3

otherwise stated.

This MD&A ccntains forward-looking statements. Readers are referrved 1o the advisories concerning such matters
under the heading “Advisories” at the end of this MD&A.

This MD&A iz dated April 30, 2007. Additional information concerning MGM Energy, including its Annual
Information Form, can be found on the SEDAR website at www.sedar.com.

Overview

MGM Energy is an independent Canadian public company, the principal business of which is to acquire, develop,
optimize, cxploit and produce oil and natural gas in Northern Canada. The Company was incorporated under the
Business Corporations Act (Alberta) on October 31, 2006.

On January 12, 2007, MGM Energy was a party to a plan of amangement under the Business Corporations Act
(Alberta) which involved Paramount Resources Ltd. (*Paramount”) and its shareholders, through which MGM
Energy acquired its principal assets from Paramount (the “MGM Spinout™). These principal assets are:

» rights and obligations under an area-wide farm-in agreement (the “Farm-in Agreement”) respecting
Mackenzie Delta, Northwest Territories Exploration Licence #394, Exploration Licence #427 and Inuvik
Concession Blocks 1 and 2 (the “Farm-in Properties™); and

* oil and pas propetties in the Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest
Territories (the “Colville Properties™).

In addition to its principal assets, MGM Energy acquired from Paramount under the MGM Spinout, an interest in
one well in the Cameron Hills area of the southern portion of the Northwest Territories (the “Ancillary Asset”) to
ensure that MGM Energy met the minimum listing requirements of the Toronto Stock Exchange. Paramount has the
option, subject to certain conditions, to reacquire the Ancillary Asset from MGM Energy for $5 million, the same
price for which it sold such assets to MGM Energy (the “Repurchase Option”) as part of the MGM Spinout.
Because of the nature of the Repurchase Option, for accounting purposes the Ancillary Asset is deemed to be
retained by Paramount.

Except for limited periods of testing, none of MGM Enerpy’s assets have ever been placed on production. As a
result, MGM Energy does not have any commercial operating results and is considered a development stage
enterprise.

Through the MGM Spinout:

¢« MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million,
bearing interest at 10 percent per annum, and 18.2 million voting Class A Preferred Shares, which note
was subsequently repaid by MGM Energy and which shares were subsequently converted into voting
cormmon shares of MGM Energy {“Common Shares™) on a share-for-share basis; and




¢ MGM Energy issued Paramount’s shareholders an aggregate 2.8 million Common Shares and
approximately 14.2 million warrant units, with each warrant unit consisting of one MGM Energy short
term warrant (each, a “Short Term Warrant™) and one MGM Energy longer term warrant (each, a “Longer
Term Warrant™).

CAUTIONARY NOTE: This MD&A contains disclosure and discussions concerning: (i) the historic
financial position, results of operations and cash flows relating to the Farm-in Properties and the Colville
Properties; and (ii) the results of operations and cash flows relating to the Ancillary Asset, or a carve-out
basis from Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s
control prior to January 12, 2007. Commencing January 12, 2007, MGM Energy holds these assets, with the
results of operations and cashflows accruing to the benefit of the Company. As a result, readers are
cautioned that the histerical information relating to periods prior to January 12, 2007 may not necessarily be
indicative of the results that would have been obtained if MGM Energy had operated as a stand-alone entity
prior to January 12, 2607,

For further details concerning the MGM Spinout, readers sre referred to MGM Energy’s 2006 Annual
Information Form and unaudited Interim Financial Statements as at and for the three months ended March
31, 2007 (the “Interim Financial Statements™).




Principal Properties

Mackenzie Delta Farm-in

The Mackenzie Delta lies at the end of the Mackenzie River where it enters the Beaufort Sea, approximately 2,200
kilometres north of Calgary, Alberta. The Mackenzie Delta has been the focus of natural gas exploration since the
1960s. Several major discoveries have been made in the Mackenzie Delta since that time, with 21 onshore
Significant Discovery Licences awarded to date. There is no commercial natural gas production in the Mackenzie
Delia, as currently there is no pipeline or gathering system to transport production to market. As well, pipelines to
transport oil or other liquid hydrocarbons have not been constructed north of Norman Wells in the Central
Mackenzie Valley and will be required to move liquid hydrocarbons discovered north of Norman Wells to market.

Since incorporation, MGM Enetgy’s operations in the Mackenzie Delta have been focused on exploration activities:
on the Farm-in Properties under the Farm-in Agreement. Chevron Canada Limited (*Chevren™) was the. prior
operator of the Farm-in Properties, and provided contract operatar services to MGM Energy through the 2006/07
winter drilling season. Effective April 1, 2007 MGM Energy assumed the role of operator of the Farm-in Properties
from Chevron.

Under the Farm-in Agrecment:

¢«  MGM Energy can earn a staged 30 percent interest in the Farm-in Properties by drilling 11 wells within a
four year period and making certain lease continuation payments, the aggregate of which is expected to be
S$11 million although it may range up to $21 million (of which $11 million is to be paid before the end of
2007 and the balance, if any, is to be paid between 2008 and 2010);

s Approximately $50 million of 3D seismic must be shot;

o Ifall of the drilling commitments under the Farm-in Agreement are satisfled, MGM Energy will also eamn a
50 percent interest in three discoveries previously made in the Mackenzie Delta by the counterparties to the
Farm-in Agreement; and

¢ Ofthe 11 wells referenced above, MGM Energy must drill at least five test wells; two wells during the 2006 —.
2007 drilling season (which have been drilted 2s of March 31, 2007), and three wells during the 2007 — 2008
drilling season. MGM Energy cumently estimates that the cost of drilling the minimum three wells during the
2007 - 2008 drilling season will be approximately $60-65 million. Once the five exploratory wells have been
drilled, MGM Energy may elect to stop further drilling and eamn a reduced interest in the Farm-in Properties.
In that event, MGM Energy would remain responsible for the continuation payments and seismic
commitment referenced above.

MGM Energy obtained its rights and obligations under the Farm-in Agreement by way of an assignment from
Paramount as part of the MGM Spinout, Notwithstanding the assignment by Paramount of all of its rights and
obligations under the Farm-in Agreement to MGM Energy, Paramount continues to be jointly and severally liable
for the obligztions of MGM Energy urder the Farm-in Agreement to the extent such obligations are not satisfied
by MGM Energy. MGM Energy is obligated to satisfy all of the obligations of Paramount under the Farm-in
Agreement and to take whatever steps are necessary to raise sufficient funds to meet such obligations. 1f MGM
Energy is umble to satisfy its obligations under the Form-in Agreement and Paramoun: is thereby reguired to
satisfy such obligations, MGM Energy will be obligated to repay to Paramount, on a demand basis, all amounts
expended by Paramount to satisfy such obligations. Any amount owing to Paramount will bear intcrest at a rate
equal to Paramount’s cost of capital at the time of expenditure, plus one percent, and will be secured by a charge
over all of MGM Energy’s assets.




Colville Properties

The Colville Lake area in the central Mackenzie Valley, Northwest Termitories has been the focus of natural gas
exploration since the 1970s. Paramount made two new discoveries (at Nogha and Mauneir) in the area. There is no
commercial oil or natural gas production in the Colville Lake area or the Mackenzie Valley, as currently there is no
pipeline or gathering system to transport production.

The Colville Properties cover approximately 600,000 hectares {approximately 385,000 hectares net) in the
Mackenzie Valley, Northwest Territories. During the first quarter of 2007, there were no zctivities undertaken by
MGM Energy with respect to the Colville Properties. With respect to these properties, MGM Energy plans to
conduct a seismic program in the first quarter of 2008.

Proposed Mackenzie Valley Pipeline

The Mackenzic Valley pipeline is a proposed 1,220 kilometre pipeline and gathering system to transport natural gas
from existing and currently undiscovered natural gas fields in the Mackenzie Delta through the Mackenzie Valley to
North American markets.

Imperial Oil Resources Ventures Limited, on behalf of itself and ConocoPhillips Canada (North) Limited, Shell
Canada Limited, ExxonMobile Canada Properties and the Aboriginal Pipeline Group, has submitted applications to
the National Energy Board for regulatory approvals required for the Mackenzie Valley pipeline as well as
applications to the boards, panels and agencies responsible for assessing and regulating energy developments in the
Northwest Tertitories. Applications were submitted beginning in October 2004. Approvals ir: respect of the reguired
applications are required before fieldwork can begin on the Mackenzie Valley pipeline.

Preliminary plans target construction of the pipeline over four years once all necessary pertnits, licenses and
authorizations have been obumined.

Paramount has publicly stated that it supports the construction of the Mackenzie Valley pipeline and has been
involved in certain of the hearings in respect of the pipeline. MGM Energy has adopted the statements and evidence
of Paramount in this regard. MGM Enerpy intends to discuss the transportation of its natural gas via the Mackenzie
Valley pipeline and related gathering systems, if approved and constructed, with Tmperial Oil Resources Ventures
Limited. MGM Energy wilt need to construct additional facilities in respect of certain of its properties in order to
utilize the Mackenzie Valley pipeline and related gathering systems, if approved and constructed.

If construction of the Mackenzie Valley pipeline and related gathening systems is deferred, d=layed or not approved,
MGM Energy will examine its available options to transport its natural gas to markes, including the staged
construction by the Company or the support by the Company for the construction by others of alternate pipeline and
gathering systems.




Results of Operations

Capital Expenditures

2007
(8 thousands) Jan 1-11% Jan 12 - Mar 31 Total
Geologicat and geophysical - 432 432
Drilling and logistics 3,177 28,576 31,753
Exploration expenditures 177 29,008 32,185
Other - 111 111
Total 3,177 29,119 32,296

M Capital expenditures for the period January t, 2007 to January 11, 2007 have been presented on a carve-out basis from Paramount as if
MGM Energy had operated as a stand-alone entily subject 10 Paramount’s control prior 10 January 12, 2007. See the cautionary note above
under the heading “COverview'”.

During the first quarter of 2007, MGM Energy's winter drilling program for the Farm-in Properties was completed,
with two wells being drilled on Exploration Licence #394 lands; “Kumak [-25" and “Unipkat M-45". Neither well
appeared to contain commercial quantities of hydracarbons. As a result, the Kumak 1-25 well was cased and
suspended without further testing and the Unipkat M-45 well was abandoned.

Exploration expenditures for the three months ended March 31, 2007 totalled $32.2 million; $3.2 million of such
cosis being incurred between January 1, 2007 and Januvary 11, 2007 when Paramount owned the rights and
obligations under the Farm-in Agreement. First quarter 2007 exploration expenditures primarily related to the
winter drilling program for the Farm-in Properties, and include the costs of lease preparaticn and drilling of the two
wells.

(il and namral gas development activities, including seismic and drilling programs in the central Mackenzie Valley
and Mackenzie Delta, are restricted to those months of the year when the ground is frozén. Seasonal weather
variations, including freeze-up and break-up, affect access. As a result of these access restriclions, MGM Energy’s
on-site activities at the Farm-in Properties for 2007 have now ceased and are expected 10 recommence during the
fourth quarter of 2007 after freeze-up occurs.

Statement of Lass ~ Selected Items

Three Months Ended
{$ thousands) March 31107 Marca 31/06(" % change
Interest income 253 - -
General and administrative expense 1,443 69 1,991
Stock-based compensation expense 782 146 430
Exploration expensc 432 62 597
Dry hele expensc 36,397 - -
Future income tax expense (recovery) (11,507) I 11,506

' Amounts included in the table above for the three months ended Mareh 31, 2006 have been presented on a ¢arve-out basis from Paramount
as if MGM Energy had operated as a stand-atone entity subject 10 Paramouwnt’s control. No significant activities took place with respect to
the Calville Properties or Antiltary Asset during the three months ended March 31, 2006. See the cautionary note above under the heading
“Overview™,

Revenue / Interest Income - MGM Energy is a development stage enterprise and its propertics have never been on
production, except for liinited periods of testing. As a result, MGM Energy has no sales revenue. MGM Energy
earned interest income of 3253 thousand for the three months ended March 31, 2007, related to its investment of
proceeds (rom the issuance of Common Shares in the first quarter of 2007 in short-term investments, These short-




term investments bear interest at rates between 4.27 percent and 4.30 percent per annum and have original maturities
of three months or less.

General and Administrative Expense - General and administrative expense for the first quarter of 2007 totalled
$1,443 thousand, and included a number of costs relating to the establishment of MGM Energy’s operations as a
public company and ils compliance with regulatory requirements. Included in the general & administrative
expenses are $707 thousand of amounts billed to MGM Energy by Paramount — see “Related Party Transactions™
below. :

Stock-based Compensation Expense - Stock-based compensation expense for the first quarter of 2007 totalled
$782 thousand, which included expenses of $153 thousand accrued by MGM Energy for the period January 12,
2007 to March 31, 2007 in respect of stock options previously granted by Paramount to certain employees and
officers of MGM Energy.

Exploration Expense - Exploration expense consists of geological and geophysical costs, szismic and lease rentals
eapenses. These costs are expensed as incurred under the successful efforts method of accounting. Exploration
expense of $432 thousand during the first quarter 2007 related to the purchase of seismic data.

Dry Hole Expense - Under the successful efforts method of accounting, the costs of drilling exploratory wells are
initially capiialized. If economically recoverable reserves are not found, such costs are charged to camings as dry
hole expense in the period such determination is made. Costs of exploratory wells remain capitalized as non-
depleted capital when a well has found a sufficient quantity of reserves to justify its completion as a producing well
and sufficient progress is being made to assess the reserves and the economic and operating visbility of the well. As
of March 31, 2007, $66.5 million of costs relating to the Colville Lake Properties were included in non-depleted
cepital and not subject to depletion, depreciation and accretion pending final determination.

Dry hole expense for the first quarter of 2007 entirely related to costs associated with the 2006/2007 winter drilling
program at Kumak I-25 and Unipkat M-45.

Future Income Tax Expense / (Recovery) - The desermination of MGM Energy’s income and other tax liabilities
requires interpretation of complex laws and regulations often involving multiple jurisdictions. While income tax
filings are subject to audits and potential reassessments, management believes adequate provision has been made for
all income tax obligations. However, changes in interpretations or judgments may result in an increase or decrease
in the Company’s income tax provision in the future.

MGM Energy records future tax assets and liabilities to account for the expected future tax consequences of events
that have been recorded in its financial statements and its tax returns. These amounts are-estimates and the actual
tax consequences may differ from the estimates due to changing tax rates and regirhes, as well as changing eslimates
of cash flows and capital expenditures in current and future periods.

Liquidity and Capital Resources

On February 22, 2007, MGM Energy announced the results of the exercise of the Short Term Warrants originally
issued as part of the MGM Spinout on January 12, 2007. Of the approximate 14.2 million Short Term Warrants
issued, a total of approximately 13.8 million were exercised, resulting in proceeds to MGM Energy of approximately
$76.5 million. As a result of the exercise of Short Term Warmants, approximately 13.8 million Longer Term
Warrants were separated from the corresponding Shott Term Warrants and have become exercisable.

MGM Energy also announced on Februzry 22, 2007 that it had completed the private placement to certain directors
of 370,000 Common Shares, each accompanicd by one Longer Term Warant, for proceeds of approximately 52.1
million. The Longer Term Warrants issued under the private placement have the same terms as the Longer Term
Warramts resulting from the Short Term Warrant excreise.




As at March 31, 2007, MGM Energy had a working capital surplus of $35.0 million and a total of approximately
14.2 million Longer Term Warrants outsianding. Each Longer Term Warrant entitles the holder to acquire, at the
holder's option {i) one Common Share at a price of $6.00, or (ii) one flow through Comimen Share at a price of
$7.50. The Longer Term Warrants will expire on September 30, 2007,

In the event the Longer Term Warrants are not exercised, management belicves that MGM Energy has adequate
funding for the remainder of 2007, but will require additionat financing to complete its 2007/20608 drilling
program. Sources of additional financing are currently being investigated and could include a rights issuance to
existing shareholders, and the issuance of additiona) debtand equity. Although MGM Energy presently anticipates
that it will be able to obtain sufficient additional financing to complete its 2007/2008 drilling program, if MGM
Energy is unable to meet its obligations under the Farm-in Agreement, Paramount continues to be liable for such
obligations. MGM Energy would become obligated to repay Paramount on a demand basis for any such expenditure
made by Paramount.

At April 30, 2007, MGM Energy had 35,226,834 Common Shares issued and outstanding. At April 30, 2007 there
were approximately 14.2 million Longer Term Warrants outstanding, all of which are exercisable, and
approximately 1.3 million stock options outstanding, none of which are exercisable,

Contractual Obligations

MGM Energy has the following contractual obligations as at March 31, 2007:

Recognized

in financial Less than |
(3 thousands) staterments Year 1-3years 4-—Syears Afler 5 vears Total
Asset retirement obligations Yes- Partially - 25 - 1,242 1,267
Capital spending commitment ¢? No 11,000 110,000 - - 121,000
Total 11,000 110,025 - 1,242 122,267

™ Includes MGM Energy drill ig commitment during the first quarter of 2008,

Related Party Transactions
Paramouit Resources Lid,

At March 31, 2007, Paramount held 18.2 million common shares of MGM Energy, representing 51.7 percent of the
issued and outstanding common shares of MGM Energy at such time. In addition to the common shares of MGM
Energy held by Paramount, MGM Energy and Paramount have certain common members of management and
directors. The following provides a summary of the related party transactions between MGM Energy and
Paramount:

*  MGM Energy acquited the Spinout Assets from Paramount pursnant to the MGM Spinout, as is more fully
described in Note 1 to the Interim Financial Staternents. As the transfer of the Spinout Assets from
Paramount to MGM Energy did not result in a substantive change in ownership of the Spinout Assets, the
transaction was accounted for using the carrying value of the property transferred, with the exception of the
amount recorded in property, plant and equipment in respect of the Ancillary Asset. MGM Energy repaid the
$12.0 mitlion principal amount demand promissory note, and accrued interest of $13 thousand during the
quarter. In addition, Paramount repaid a $163 thousand principal amount demand promissory rote due to
MGM Energy and incerest of $0.7 thousand during the quarter.

s  Paramount provided certain operational, administrative, and other services to MGM Energy and funded on
MGM Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant to a services
agreement dated January 12, 2007 (the “Services Agreement™). The Services Agreemen? will terminate on




December 31, 2007, subject to an ability to extend, unless terminated by either MGM Energy or Pararnoumt
on six months prior written notice. Under the Services Agreement, MGM Energy pays Pamamount its
reasonable costs incurred in providing services to MGM Energy (including expenses of a general and
administrative nature) plus 10 percent of such costs (the “10 percent Charge™). For the period ended March
31, 2007, Paramount funded $1.0 million of capital expenditures related to the Farm-in Agreement on MGM
Energy’s behalf. In addition, MGM Energy recorded costs billed and expected to be billed by Paramount of
$1.7 million in respect of the costs of the MGM Spinout and other set-up costs benefiting MGM Energy.
These transactions were recorded in the Interim Finaneial Statements at their exchange amounts.

+  For the period ended March 31, 2007, other amounts billed by Paramount under the Services Agreement
totaled $0.3 miilion, including a 10 percent Charge of $24 thousand.

e As a result of the MGM Spinout, certain employees and officers of MGM Energy hold stock options
previously issued by Paramount. The stock-based compensation expense relating to these options for the
period January 12, 2007 to March 31, 2007 totaled $153 thousand and has been included in stock-based
compensation expense in the statemént of loss.

Other

MGM Energy completed a private placement to certain directors of MGM Energy of 160,000 flow-through
Common Shzres at a price of $6.25 per share and 210,000 Common Shares at a price of $5.00 per share, each
accompanied by one Longsr Term Warrant, for aggregate gross proceeds of $2,050,000.

Selected Annual Information

The following table provides selected annual information for the years ended December 31on a carve-out basis from
Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s control. Readers are
referred to the cautionary note above under the heading — “Overview”.

(S thousands, except as noted} 2006 2005 2004
Total Revenues - - -
Net Loss 2,777 (7,642) (1,007}
Per share - basic and diluted (S/share) ™V (0.16) {0.44) (0.06)
Total Assets 71,628 65,876 43,077

Total Long-term Financial Liabilities - . .

{1) Loss per share for all periods presented is based on the weighted average mumber of Common Shares outstanding of 17,393,278 for the
three months ended March 33, 2007,

Total assets increased consistently from year to year up to 2006. In 2005 Paramount increased dnlling and
exploration activity at the Colville Properties and in 2006 Paramount entered the Farm-in Agreement with Chevron.
The net loss volatility incurred in 2005 primarily was a result of dry hole expense related to the Colville Properties.




Summary of Quarterly Results

(% thousands, except as noted) 2007 2006 2005

Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
Total Revenue - " - - - " -
Net Loss (¥ (27,343) (2,915 (109) 544 (297)  (15,185)  (14,580) (13,835)

F;;;::‘ga}’“'”“d dilted ) oy 17 0  0® ©02  (087) (084  (0.80)

(1)  The quarterly information prior to January §2, 2007 was prepared on a carve-out basis from Parzmount as if 1IGM Energy had operated as
a stand-atonc entity subject o Paramount's control. Readers are referred to the cautionary nete above under the heading “Overview™.

(2} Loss per share for all periods presented is based on ihe weightct avernge number of Common Shares outstanding of 17,353,278 for the
three monihs ended March 31, 2007

Critical Accounting Estimates

The preparation of the Financial Staterments in accordance with GAAP requires management to make estimates,
judgments and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities, if any, at the date of {he financial statements, and the reperted amounts of revenues and
expenses during ihe reporting period. MGM Energy bases its estimates on historical experience and various other
factors that are believed by management to be reasonable under the circumstances. Actual results could differ from
these estimates.

The following is a discussion of the accounting estimates that are considered critical.

Successful Efforts Accounting

MGM Energy follows the successful efforts method of accounting for its petroleum and natural gas operations.
Under this method, acquisition costs of oil and gas properties and costs of drilling and equipping development wells
are capitalized. Costs of drilling exploratory wells arz initially capitalized pending evaluation as to whether proved
reserves have been found. If economically recoverabie reserves are not found, such costs are charged to earnings as
dry hole costs. If economically recoverable reserves are found, such costs are depleted on a unit-of-production
basis. The detzrmination of whether economically recoverable quantities of reserves are found is dependent upon,
among other things, the results of planned additional wells and the cost of required capital expenditures to produce
the reserves found.

The application of the successful efforts method of accounting requires the use of judgment 'to determine, among
other things, the designation of wells as development or exploratory, and whether exploratory wells have discovered
economicaily recoverable quantities of proved reserves. The results of a drilling operation can take considerable
time to analyze, and the determination that proved reserves have been discovered requires both judgment and
application of induslry experience. The evaluation of petroleum ard natural gas Jeasehold acquisition costs requires
management’s judgment to evaluate the fair value of exploratory costs related to drilling activity in a given area,
Ultimately, these determinations affect the timing of deduction of accumulated costs and whether such costs are
capitalized and amortized on a unit-of-production basis or are charged to eamings as dry hole expense.

Reserve Estimates

Estimates of MGM Energy’s reserves are prepared in accordance with the Canadian standards set out in the
Canadian Qil and Gas Evaluation Handbook and National Instrument 51-101. Reserve engineering is a subjective
process of estimating underground accumulations of petroleum and natural gas that cannot be measured in an exact
manner. The process relics on interpretations of available geological, geophysical, enginetring and production data.
The accuracy of a reserves estimate is a function of the quality and quantity of available data, the interpretation of
that data, the accuracy of various mandated economic assumptions and the judgment of the persons preparing the
estimate.




MGM Energy's reserves were evaluated by qualified independent reserves evaluators. Estimates prepared by
others, including by management of MGM Energy, may be different than these estimates. Because these estimates
depend on many assumptions, all of which may differ from actual results, reserves estimates may be different from
the quantities of petroleum and natural gas that are ultimately recovered. In addition, the results of drilling, testing
and production after the date of an estimate may justify or require revisions to the estimate.

The present value of future net revenues should not be assumed to be the current market value MGM Energy's
estimated reserves. Actual future prices, costs and reserves may be materially higher or lower than the prices, costs
and reserves vsed for the future net revenne calculations.

The estimates of reserves impact depletion, dry hole expenses and asset retirement obligations. If reserves estimates
decline, the rate at which MGM Energy records depletion expense increases, reducing net earnings. In addition,
changes in reserves estimates may impact the outcome of MGM Energy’s assessment of its petroleum and natural
gas properties for impainment.

Impairment of Petroleum and Natural Gas Propertics

MGM Energy reviews its proved propertics for impairment annually, or as ¢conomic events dictate, on a field basis.
For each field, an impairment provision is recorded whenever gvents or circumstances indicate that the carrying
vzlue of those properties may not be recoverable. The impairment provision is based on the excess of carrying value
over fair value. Fair value is calculated as the present value of the estimated expected futuse cash flows from proved
and probable petroleum and natural gas.reserves, as cstimated by MGM Energy’s independent reserves evaluators
on the balance sheet date. Reserve estimates, as well as estimates for petroleurn and natural gas prices, royalties and
production costs, may change and there can be no assurance that impairment provisions will not be required in the
future.

Unproved leasehold costs and exploratory drilling in progress are capitalized and reviewed periodically for
impairment. Costs related to impaired prospects or unsuccessful exploratory drilling are charged to earnings.
Acquisition costs for leases that are not individually significant are charged to earnings as the related leases expire,
Further impairment expense could result if petroleum and natural gas prices decline in the future or if ncgative
reserves revisions are recorded, as it may be no longer economic to develop certain unproved properties.
Management’s assessment of, among other things, the results of exploration activities, commoedity price outlooks
and planned future development and sales, impacts the amount and timing of impairment provisions.

Asset Retirement Obligations

MGM Energy recognizes the fair value of an asset retirement obligation in the period in which it is incurred and
when a reasonable estimate of the fair value can be made. The fair value of the assct retirement obligations are
capitalized a&s part of the cost of the related long-lived asset and depreciated on the same basis as the underlying
assel. The accumulated asset retirement obligation is adjusted for the passage of time, which is recognized in
depletion, depreciation and accretion expense in the statement of loss, and for revisions in either the timing or the
amount of the originzl estimated cash flows associated with the liability.

Upon retirement of its oil and gas assets, MGM Energy anticipates incurring substantial costs associated with
abandonment and reclamation activities. Estimates of the associated costs are subject to uncertainty associated with
the method, timing, and extent of ‘future retircment activities. Accordingly, the annual expense assoctited with
fulire abandonment and reclamation activities is impacted by changes in the estimates of the expected costs,
reserves. The total undiscounted abandonment liability is currently estimated at $1.7 million, which is based on
management’s estimate of costs and in accordance with existing legislation and industry practice.




Recent Accounting Pronouncements
Capitel Disclostires

As of Octaber 1, 2007 MGM Energy will be required to adopt new Section 1535 — Capital Disclosures. Under new
section 1535, companies are required to disclose their objectives, policies and procedures for managing capital, as
well as whether externally imposed capital requirements have been complied with, Section 1535 was issued in
December 2006 and MGM Energy is assessing the impact this change will have on its future financial statements.

Advisories
Forward-looking Statements and Estimates

Certain statements included in this document constitute forward-looking statements under applicable securities:
legislation. Forward-looking statements or information typically contain or can be identified by statements which

LU "o

include words such as "anticipate”, "assume", "based”, "believe", "can”, "continue", "depend”, “estimate”, "expect”,
"forecast”, "if", "intend", "may", "plan”, "project”, "propose”, "result”, "upon”, "will", "within” or similar words
suggesting future outcomes or statements regarding an outleok. Forward-looking statements or information in this
document include but are not limited to estimates of future capital expenditures, business strategy and objectives,
exploration, development and production plans and the timing thereof, operating and other costs, and expectations as

to how MGM Energy’s workirig capital requirements and planned 2007/2008 capital program will be funded.

Such forward-looking statements or information are based on a number of assumptions which may prove to be
incorrect. Assumptions have been made regarding, among other things:
= the ability of MGM Energy to obtain required capital to finance its exploration, development and operations;

®  the ability of MGM Enerpy to obtain equipment, services, supplies and personnel in a timely manner and at an
acceptable cost to carry out its activities;

®  the ability of MGM Energy to market its oil and natural gas successfully to current and new customers;
= the ability of MGM Energy to transport its oil and natura} gas successfully to market;

= the timing and costs of Mackenzie Valley pipeline and facility construction and expansion and the ability of
MGM Encergy to secure adequate product transportation;

& the ability of MGM Energy to obtair drilling success consistert with expectations;
* the timely receipt of required regulatory approvals; and
" future oil and gas prices.

Although MGM Energy believes that the expectations reflected in such forward-looking statements or information
are reasonable, undue reliance should nat be placed on forward-looking statements because MGM Energy can give
no assurance that such expectations will prove to be correct. Forward-looking statements or information are based
on current expectations, estimates and projections that involve a number of risks and uncertainties which could
cause actual results to differ materially from those anticipated by MGM Energy and described in the
forward-fooking slatements or information. These risks and uncertainties inctude but are not limited to:

= the ability of MGM Energy’s management to execute its business plan;
®*  delays in and/or abandonment of the Mackenzie Valley Pipeline project;

» the risks of the oil and gas industry, such as operational risks in exploring for, developing and producing crude
oil and natural gas and market demand,




the ability of MGM Energy to obtain required capital to finance its exploration, development and operations and
the adequacy and costs of such capital;

fluctuations in oil and gas prices, foreign currency exchange rates and interest rates;

risks and uncertainties involving the geology of oil and gas deposits; .

the uncertainty of reserves estimates and reserves life;

the uncertainty of resource estimates and resource life;

the uncertainty of estimates and projections relating to exploration and development costs and expenses,

the uncertainty of estimates and projections relating to future production and the results of exploration,
developmment and drilling,

potential delays or changes in plans with respect to exploration or development projects or capital expenditures;,
MGM Energy's ability lo enter inio or renew leases;

health, safety and environmental risks;

MGM Energy's ability to secure adequate product transportation;

the ability of MGM Energy to add production and reserves through development and exploration activities;
weather conditions;

the possibility that government policies or laws may change or governmental approvals may be delayed or
withheld;

changes in taxation laws and regulations and the interpretation thereof;

changes in environmental and other regulations and the interpretation thereof;

the cost of future abandonment activities and site restoration;

the ability to obtain necessary regulatory approvals;

risks associated with existing and potential future law suits and regulatory actions against MGM Energy;
uncertainty regarding aboriginat land claims and co-existing with local populations;

loss of the services of any of MGM Energy’s executive officers or key employees;

the requirement to fulfill obligations under the farm-in agréement assigned in connection with Paramount's
spinout of MGM Energy;

the impact of market competition;
general economic and business conditions; and

other risks and uncertainties described elsewhere in this management’s discussion and analysis form or in
MGM Energy's other filings with Canadian securities authorities.

MGM Energy cautions that the list of assumptions and risks set forth above is not exhaustive. Some of the risks,
uncertainties and other factors which negatively affec: the refiability of forward looking information are discussed in
MGM Encrgy’s public filing, which are available on the SEDAR website at wwsv.sedar.com.

The forward-looking statements or information contained in this document are made as of the date hereof and MGM
Energy undertakes no obligation to update publicly or revise any forward-looking statements or information,
whether as a result of new information, future events or otherwise, unless so required by applicable securities laws,
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Management's Discussion and Analysis

This Management’s Discussion and Analysis (“MD&A "} should be read in conjunction with the unaudited Interim
Financial Statements of MGM Energy Corp. {“MGM Energy” or the “Company") as at and for the three and six
months ended June 30, 2007. Information included in this MD&A and the Financial Statements has been presented
in Canadian dollars and in accordance with Canadian generally accepted accounting principles (“GAAP”), unless
otherwise staled.

This MD&A contains forward-looking statements. Readers are referred 1o the advisories concerning such matiers
under the heading “Advisories™ at the end of this MD&A.

This MD&A is dated July 31, 2007. Additional information concerning MGM Energy, including its Annual
Information Form, can be found on the SEDAR website at www.sedar.com.

Overview

MGM Energy is an independent Canadian public company, the principal business of which is to acquire, develop,
optimize, exploit and produce oil and natural gas in Northern Canada. The Company was incorporated under the
Business Corporations Act (Alberta) (the “ABCA"™) on October 31, 2006.

On January 12, 2007, MGM Energy was a party to a plan of arrangement under the ABCA which involved
Paramount Resources Lid. (“Paramount”) and its shareholders, through which MGM Energy acquired its principal
assets from Paramount (the “MGM Spinout™). These principal assets are:

® rights and obligations under an area-wide farm-in agreement (the “Farm-in Agreement™) respecting
Mackenzie Delta, Northwest Territories Exploration Licence #394, Exploration Licence #427 and Inuvik
Concession Blocks | and 2 (the “Farm-in Properties™); and

* oil and gas properties in the Colville Lake / Sahtu area of the Central Mackenzie Valley, Northwest
Territories (the “Colville Properties™).

In addition to its principal assets, MGM Energy acquired from Paramount under the MGM Spinout, an interest in
one well in the Cameron Hills area of the southern portion of the Northwest Territories (the “Ancillary Asset”) 1o
ensure that MGM Energy met the minimum listing requirements of the Toronto Stock Exchange. Paramount has the
option, subject to certain conditions, 1o reacquire the Ancillary Asset from MGM Energy for $5 million, the selling
price of the asset 10 MGM Energy (the “Repurchase Option™), Because of the nature of the Repurchase Option, for
accounting purposes the Ancillary Asset is deemed to be retained by Paramount.

Except for limited periods of testing, none of MGM Energy’s assets have ever been placed into production. As a
result, MGM Energy does not have any commercial operating results and is considered a development stage
enterprise.

Through the MGM Spinout:

e MGM Energy issued Paramount a demand promissory note in the principal amount of $12.0 million,
bearing interest at 10 percent per annum, and 18.2 million voting Class A Preferred Shares, which note
was subsequently repaid by MGM Energy and which shares were subsequently converted into voting
common shares of MGM Energy (“Common Shares”) on a share-for-share basis; and

o MGM Energy issued Paramount’s shareholders an aggregate of approximately 2.8 million Common
Shares and approximately 14.2 miilion warrant units, with each warrant unit consisting of one MGM




Energy short term warrant (cach, a “Short Term Warrant™) and one MGM Energy longer term warrant
(each, a “Longer Term Warrant™).

CAUTIONARY NOTE: This MD&A contains disclosure and discussions concerning: (i) the historic
financial position, results of operations and cash flows relating to the Farm-in Properties and the Colville
Properties; and (ii) the results of operations and cash flows relating to the Ancillary Asset, on a carve-out
basis from Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s
control prior to January 12, 2007. Commencing Januvary 12, 2007, MGM Energy holds these assets, with the
results of operations and cashflows accruing to the benefit of the Company. As a result, readers are cautioned
that the historical information relating to periods prior to January 12, 2007 may not necessarily be indicative
of the results that would have been obtained if MGM Energy had operated as a stand-alone entity prior to
January 12, 2007.

For further details concerning the MGM Spinout, readers are referred to MGM Energy’s 2006 Annual
Information Form and unaudited Interim Financial Statements as at and for the three and six months ended
June 30, 2607 (the “Interim Financial Statements™).

Principal Properties and Projects
Mackenzie Delta Farm-in

The Mackenzie Delta lies at the end of the Mackenzie River in the Northwest Territories where it enters the Beaufort
Sea, approximately 2,200 kilometres north of Calgary, Alberta. The Mackenzie Delta has been the focus of natural
gas exploration since the 1960s. Several major discoveries have been made in the Mackenzie Delta since that time,
with 21 onshore Significant Discovery Licences awarded to date. There is no commercial natural gas production in
the Mackenzie Delta, as currently there is no pipeline or gathering system to transport production to market. As well,
pipelines have not been constructed north of Norman Wells in the Central Mackenzie Valley and will be required to
move liquid hydrocarbons discovered north of Norman Wells to markel.

MGM Energy’s operations in the Mackenzie Delta have been focused on exploration activities on the Farm-in
Properties under the Farm-in Agreement. Chevron Canada Limited (“Chevron™) was the prior operator of the Farm-
in Properties, and provided contract operator services to MGM Energy through the 2006/07 winter drilling season.
Effective April t, 2007 MGM Energy assumed the role of operator of the Farm-in Properties from Chevron.

Under the Farm-in Agreement:

*  MGM Energy can earn a staged 50 percent interest in the Farm-in Properties by drilling 11 wells within a
four year period and making certain lease continuation payments, the aggregate of which is expecied to be
$11 million although it may range up to $21 million (of which $11 million is to be paid before the end of
2007 and the balance, if any, is 10 be paid between 2008 and 2010). As of the date of this MD&A, MGM
Energy has paid all $11 million of the lease continuation payments due in 2007;

*  Approximately $50 million of 3D seismic must be shot; and

¢  [fall of the drilling commitments under the Farm-in Agreement are satisfied, MGM Energy will also carn a
50 percent interest in three discoveries previously made in the Mackenzie Delta by the counterparties to the
Farm-in Agreement; and

*  Of the 11 wells, MGM Energy must drill at least five test wells; two of which have been drilled during the
2006/2007 drilling season, and three wells during the 2007/2008 winter drilling season. MGM Energy
currently estimates that the cost of drilling the minimum three wells during the 2007/2008 winter drilling




season will be approximately $60 million. Once the five exploratory wells have been drilled, MGM Energy
may elect to stop further drilling and earn a reduced interest in the Farm-in Properties. In that event, MGM
Energy would remain responsible for the continuation payments and seismic commitment referenced above.

MGM Energy obtained its rights and obligations under the Farm-in Agreement by assignment from Paramount as
part of the MGM Spinout, Notwithstanding the assignment, Paramount continues to be jointly and severally liable
for the obligations of MGM Energy under the Farm-in Agreement to the extent such obligations are not satisfied by
MGM Energy. MGM Energy is required to satisfy all of the Farm-in Agreement obligations of Paramount and to
take whatever steps are necessary 1o raise sufficient funds to meet such obligations. If MGM Energy is unable to
satisfy its Farm-in Agreement obligations and Paramount is thereby required to satisfy such obligations, MGM
Energy will be obligated to repay to Paramount, on a demand basis, all amounts expended by Paramount to satisfy
such obligations. Any amount owing 1o Paramount will bear interest a1 Paramount’s cost of capital at the time of
expenditure, plus one percent, and will be secured by a charge over all of MGM Energy’s assets.

Colville Properties

The Colville Lake area in the Central Mackenzie Valley, Northwest Territories has been the focus of natural gas
exploration since the 1970s. Paramount made two new discoveries (at Nogha and Maunoir) in the area. There is no
commercial 0jl or natural gas production in the Colville Lake area or the Mackenzie Valley, as currently there is no
pipeline or gathering system to transport production.

The Colville Properties cover approximately 600,000 hectares (approximately 385,000 hectares net). During the
first six months of 2007, there were no activities undertaken by MGM Energy with respect to the Colville
Properties, however MGM Energy plans to conduct a seismic program in the first quarter of 2008.

Umiak Assels

On May 30, 2007 MGM Energy closed an acquisition of petroleum and natural gas assets located primarily in the
Mackenzie Delta and elsewhere in the Northwest Territories (the “Umiak Assets™) for an aggregate cost of $172.7
million, subject to final adjustments. MGM Energy assigned the entire amount of the purchase price to petroleum
and natural gas properties and recognized a $1.4 million asset retirement obligation related 10 those assets.

The Umiak Assets consist of a 60 percent working interest in the Umiak discovery in the Mackenzie Delta, a 60
percent working interest in federal Exploration Licence #434, substantial seismic data, interests in 4 significant
discovery licences both onshore and offshore in the Mackenzie Delta and other assets consisting principally of
material and equipment.

The Umiak discovery is located approximately 15 kilometres to the east of Imperial Qil's Taglu field, ene of the
anchor fields for the Mackenzie Valley pipeline project. MGM Energy believes that Umiak itself is of sufficient
size 10 support a stand-alone development.

Proposed Mackenzie Valley Pipeline

The Mackenzie Valley pipeline is a proposed 1,220 kilometre pipeline and gathering system to transport natural gas
from existing and currently undiscovered natural gas fields in the Mackenzie Delta through the Mackenzie Valley to
North American markets.

Imperial Oil Resources Ventures Limited, on behalf of itself and ConocoPhillips Canada (North) Limited, Shell
Canada Limited, ExxonMobil Canada Properties and the Aboriginal Pipeline Group, has submitted applications to
the National Energy Board for regulatory approvals required for the Mackenzie Valley pipeline as well as
applications o the boards, panels and agencies responsible for assessing and regulating energy developments in the




Northwest Territories. Applications were submitted beginning in October 2004. Approvals in respect of the required
applications are required before fieldwork can begin on the Mackenzie Valley pipeline.

Preliminary plans target construction of the pipeline over four vears once all necessary permits, licenses and
authorizations have been obtained.

Paramount has publicly stated that it supports the construction of the Mackenzie Valley pipeline and has been
involved in certain of the hearings in respect of the pipeline. MGM Energy has adopted the statements and evidence
of Paramount in this regard. MGM Energy intends to discuss the transportation of its natural gas via the Mackenzie
Valley pipeline and related gathering systems, if approved and constructed, with Imperial Oil Resources Ventures
Limited. MGM Energy will construct a gathering system and ancillary pipelines for certain properties to connect
with the Mackenzie Valley pipeline if approved and constructed.

If construction of the Mackenzie Valley pipeline and related gathering systems is deferred, delayed or not approved,
MGM Energy will examine its available options to transport its natural gas to market, including the staged
construction by the Company or the support by the Company for the construction by others of alternate pipeline and
gathering systems.

Results of Operations
Statement of Income (Loss) — Selected Items

Three Months Ended Six Months Ended
(3 thousands) June 30/07 June 30/06"" June 30/07 June 30/06""
Interest income 427 - 680 -
Expenses
General and administrative 1,462 48 2,831 129
Stock-based compensation 648 (36) 1,430 110
Pipeline regulatory and access 182 - 260 -
Exploration 384 83 816 145
Dry hole expense - - 36,397 -
Interest and financing charges 76 - 96 -
Accretion and depreciation 72 7 97 14
Future income tax recovery (548) (647) (12,055) (646)
Net Income (loss) {1,849) 545 {29,192) 248

" Amounts included in the table above flor the three and six months ended June 30, 2006 have been presented on a carve-out basis from

Paramount as if MGM Energy had operated as a stand-alone entity subject to Paramount’s control. No significant activities took place with
respect to the Colville Properties or Ancillary Asset during the three and six months ended June 30, 2006. See the cautionary note above under
the heading “Overview™.

Interest Income - MGM Energy earned interest income from short-term investments of $0.4 million for the three
months ended June 30, 2007, (six months ended June 30, 2007 - $0.7 million). These short-term investments bear
interest at rates between 4.30 percent and 4.36 percent per annum and have original maturities of three months or
less.

Generat and Administrative Expense - General and administrative expense for the three months ended June 30,
2007 rotalled $1.5 million (six months ended June 30, 2007 - $2.8 million) and included a number of costs relating
to the establishment of MGM Energy's operations as a public company and its compliance with regulatory
requirements.

Stock-based Compensation Expense - Stock-based compensation expense for the three months ended June 30,
2007 rotailed $0.6 million, which included expenses of $0.2 million accrued by MGM Energy for the period ended




June 30, 2007 (six months ended June 30, 2007 - $0.3 million) in respect of siock options previously granted by
Paramount to certain employees and officers of MGM Energy.

Pipeline Regulatory and Access Expense — Pipeline regulatory and access expense for the three months ended
June 30, 2007 wtalled $0.2 million, (six months ended June 30, 2007 - $0.3 million) and included costs associated
wilh regulatory hearings and access on the planned Mackenzie Valley pipeline.

Exploration Expense - Exploration expense of $0.4 million for the three months ended June 30, 2007 consists
primarily of geclogical and geophysical costs, seismic and lease rentals expenses for the 2007/2008 winter drilling
season (six months ended June 30, 2007 - $0.8 million). These costs are expensed as incurred under the successful
efforts method of accounting. Exploration expense of $0.4 million during the three months ended March 31, 2007
related primarily to the purchase of seismic data.

Dry Hole Expense - Dry hole expense of $36.4 million for the six months ended June 30, 2007 related entirely to
costs associated with the 2006/2007 winter drilling program at Kumak 1-25 and Unipkat M-45.

Interest and Financing Charges — Interest and financing charges include a one-time fee for set-up of the Demand
Facility and charges for letters of credit.

Capital Expenditures

2007
($ thousands) Jan | = 11" Jan 12-Mar 31 April 1 - June 30 Total
Land - - 173,750 173,750
Geological and geophysical - 432 384 816
Drilling and logistics 3177 28,576 825 32,578
Other - 111 28 139
Total 3,177 29,119 174,987 207,283

™ Capital expenditures for the period January 1, 2007 to January 11, 2007 have been presented an a carve-out basis from Paramount as if

MGM Encrgy had operated as a stand-alone entity subject to Paramount™s control prior to January 12, 2007. See the cautionary note above
under the heading “Overview™,

During the first quarter of 2007, MGM Energy’s winter drilling program for the Farm-in Properties was completed,
with two wells being drilled on Exploration Licence #394 lands: “Kumak [-25” and “Unipkat M-45". Neither well
appeared to contain commercial quantities of hydrocarbons. As a result, Kumak [-25 well was cased and suspended
without further testing and Unipkat M-45 well was abandoned.

On May 30, 2007 MGM Energy purchased the Umiak Assets for an aggregate cost of $172.7 million subject to final
adjustments.

Drilling and logistics expenditures for the 2007 winter drilling program (otalled $31.8 million; $3.2 million of such
costs being incurred between January 1, 2007 and January 11, 2007 when Paramount owned the rights and
obligations under the Farm-in Agreement. The expenditures primarily related to the Farm-in Properties, and
included the costs of lease preparation and drilling of the two wells. Approximately $0.8 million of the drilling and
logistics expenditures relate to the 2007/2008 winter drilling program and include surveying.

Geological and geophysical expenditures incurred in the second quarter are in anticipation of the 2007/2008 winter
drilling season and consist primarily of purchasing trade seismic,

Oil and natural gas development activities, including seismic and drilling programs in the Central Mackenzie Valley
and Mackenzie Delta, are restricted to those months of the year when the ground is frozen. As a result of these




seasonal access restrictions, MGM Energy’s on-site aclivities at the Farm-in Properties for 2007 substantially ceased
as of April 2007 and are expected 10 recommence during the fourth quarter of 2007 after freeze-up occurs.

Liquidity and Capital Resources

On May 15, 2007, MGM Energy entered into a $20 million senior secured revolving demand facility with a
Canadian bank (the “Demand Facility™). Borrowings under the Demand Facility bear interest at floating rates based
on the lender’s prime rate or banker’s acceptance rate, at the discretion of MGM Energy, plus an applicable margin.
The terms of the Demand Facility require, on a quarterly basis, MGM Energy to repay the Demand Facility or have
funds available in cash or short-term investments at least equal 1o drawings under the facility for a period of at least
three consccutive business days. At June 30, 2007, there was no debt outstanding under the Demand Facility.

At June 30, 2007, MGM Energy had leuers of credit outstanding totalling approximately $13.5 million. These letters
of credit have not been drawn; however, they reduce the amount available to MGM Energy under the Demand
Facility.

On May 30, 2007, MGM Energy issued 54.7 million Common Shares for gross proceeds of $178.6 million through
a bought deal financing. A total of approximately 12.0 million of the Common Shares issued under the bought deal
were issued on a flow-through basis.

Proceeds from the bought deal were used to fund a portion of the purchase price of the Umiak acquisition and will
be used to incur Canadian Exploration Expense in connection with the shares issued on a flow through basis.

As at June 30, 2007, MGM Energy had a working capital surplus of $28.9 millicn, including $34.2 million held in
cash or marketable securities.

Management believes that MGM Energy has adequate funding for the remainder of 2007, but will require additional
financing to complete its 2007/2008 winter drilling program. On July 27, 2007 MGM Energy announced that it had
entered into an underwriting agreement to raise gross proceeds of $111.5 million by issuing 33 million Common
Shares for $2.75 per share and six million Common Shares on a flow-through basis for $3.45 per share with closing
expected to occur on or about August 3, 2007, Paramount has indicated its intention to purchase $9.0 million of the
Common Shares and a Director and Officer of the Company has indicated his intention to purchase $6.0 million
Common Shares on a flow-through basis.

At July 30, 2007, MGM Energy had 89.9 million Common Shares issued and outstanding and approximately 1.6
million stock options outstanding, none of which are exercisable. At July 30, 2007 there were approximately 14.2
million Longer Term Warranis outstanding, all of which are exercisable. Each Longer Term Warrant entitles the
holder to acquire, at the holder's option (i) one Common Share at a price of $6.00, or (ii} one flow through Common
Share at a price of $7.50. The Longer Term Warrants will expire on September 30, 2007.

Contractual Obligations

MGM Energy has the following contractual obligations as at June 30, 2007:

Recognized

in financial Less than 1 After 5
{$ thousands) statements Year 1 ~3years 4-35 years years Totat
Asset retirement obligations Yes- Partially - 25 - 6.400 6425
Capital spending commitment "% No 10,000 110,000 32,000 - 152,000
Total 10,0{4) 110,025 32,000 6,400 158,425

W Includes MGM Energy drill rig commitment during the first quarter of 2008 and minimum work commitments under Exploration Licences.




2 Subsequent to June 30, 2007, MGM funded capital spending commitments of $10 million, eliminating the remaining commitment less than
one year above,

MGM Energy is obligated under certain Northwest Territories Exploration Licences to fulfill minimum work
commitments totaling $32 million over the next five years. As a condition of the Exploration Licences, the
Company was required to post security of 25 percent of these work commitments via letters of credit. The posted
security is released in proportion to the actual work expenditures over the life of Exploration Licence.

Related Party Transactions

Paramount Resources Ltd.

At June 30, 2007, Paramount held 18.2 million common shares of MGM Energy, representing 20.2 percent of the
issued and outstanding common shares of MGM Energy at such time. In addition to the common shares of MGM
Energy held by Paramount, MGM Energy and Paramount have certain common members of management and
directors. The following provides a summary of the related party transactions between MGM Erergy and
Paramount:

*  MGM Energy acquired the Spinout Assets from Paramount pursuant to the MGM Spinout, as is more fully
described in Note 1 {Structure and Formation of the Company) to the interim unaudited financial statements.
The transaction was accounted for using the carrying value of the property transferred, with the exception of
Ancillary Asset. MGM Energy repaid the $12.0 million principal amount demand promissory note and
accrued interest during the first quarter. In addition, Paramount repaid a $0.2 million principal amount
demand promissory note due to MGM Energy.

¢ Paramount provided certain operational, administrative, and other services to MGM Energy and funded on
MGM Energy’s behalf, certain capital expenditures related to the Farm-in Agreement pursuant to a services
agreement dated January 12, 2007 (the “Services Agreement™). Under the Services Agreement, MGM Energy
pays Paramount its reasonable costs incurred in providing services to MGM Energy ptus 10 percent of such
costs. For the six months ended June 30, 2007, Paramount funded $1.0 million of capital expenditures related
to the Farm-in Agreement on MGM Energy’s behalf. In addition, MGM Energy recorded costs billed and
expected to be billed by Paramount of $1.7 million in respect of the costs of the MGM Spinout and other set-
up costs benefiting MGM Energy. These wransactions were recorded in these Financial Statements at their
exchange amounts.

¢  For the six month period ended June 30, 2007, other amounts billed by Paramount under the Services
Agreement totaled $0.7 million, including a 10 percent charge of approximately $0.1 million, ($0.5 million
for the three month period end June 30, 2007, including the 10 percent charge).

* As a result of the MGM Spinout, certain employees and officers of MGM Energy hold stock options
previously issued by Paramount. The stock-based compensation expense relating (o these options for the
period January 12, 2007 to June 30, 2007 wotaled $0.3 million ($0.2 million for the three month period ended
June 30, 2007) and has been included in stock-based compensation expense.

Other

During February 2007, MGM Energy completed a private placement to cerlain directors of MGM Energy of
160,000 flow-through Common Shares at a price of $6.25 per share and 210,000 Common Shares at a price of
$5.00 per share, each accompanied by one Longer Term Warrant, for aggregate gross proceeds of $2,050,000.

Certain directors and officers of MGM Energy participated in the May 30, 2007 Commen Share issuance,
purchasing 5,612,000 Common Shares and 2,364,935 Common Shares issued on a flow-through basis.




Summary of Quarterly Results

(3 thousanels, except as roted) 2007 | 2006 | 2005

Q2 Q1 Q4 Q3 Q2 0]} Q4 Q3
Total Revenue'" 427 253 - - - . - -
Net Income (Loss) (1,849) 27343y | (2915)  (109) 545 207y | (15,185)  (14,580)
Per share - {$/share) S¥¥ (0.03) (1.5 nfa n/a nfa nfa n/a nfa

" Total Revenue consists of interest incomme,

2 The quarterly information prior to January 12, 2007 was prepared on a carve-out basis from Paramount as if MGM Energy had operated as
a stand-alone entity subject to Paramount's control. Readers are referred to the cautionary note above under the heading “Overview".
Loss per share for all 2005 and 2006 periods is not presented as the results of operation have been presented on a carve-out basis.

Basic and diluted.

)

)
Recent Accounting Pronouncements

Capital Disclosures

As of October 1, 2007 MGM Energy will be required to adopt a new accounting standard for Capital Disclosures.
The new standard requires companies to disclose their objectives, policies and procedures for managing capital, as
well as whether externally imposed capital requirements have been complied with.

Advisories
Forward-looking Statements and Estimates

Certain statements included in this document constitute forward-looking statements under applicable securities
legislation. Forward-looking statemeats or information typically contain or can be identified by statements which
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include words such as "anticipate”, "assume”, "based”, "believe”, "can”, "continue", "depend”, "estimate”, "expect”,
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“forecast”, "if", "intend", "may", "plan”, "project”, "propose”, "result”, "upon”, "will", "within" or similar words
suggesting future outcomes or statements regarding an outlook. Forward-looking statements or information in this
document include but are not limited to estimates of future capital expenditures, business strategy and objectives,
exploration, development and production plans and the timing thereof, operating and other costs, and expectations as
to how MGM Energy’s working capital requirements and planned 2007/2008 capital program will be funded.

Such forward-looking statements or information are based on a number of assumptions which may prove to be
incorrect. Assumptions have been made regarding, among other things:
®  the ability of MGM Energy Lo obtain required capital to finance its exploration, development and operations;

® the ability of MGM Energy to obtain equipment, services, supplies and personnel in a timely manner and at an
acceptable cost to carry out its activities;

®  the ability of MGM Energy to market its oil and natural gas successfully to current and new customers;
®  the ability of MGM Energy to transport its oil and natural gas successfully to market;

= the timing and costs of Mackenzie Valley pipeline and facility construction and expansion and the ability of
MGM Energy to secure adequatc product transportation;

® the ability of MGM Energy to obtain drilling success consistent with expectations;
= the timely receipt of required regulatory approvals; and
®  fulure oi! and gas prices.

Although MGM Energy believes that the expectations reflected in such forward-looking statements or information
are reasonable, undue reliance should not be placed on forward-looking statements because MGM Energy can give
no assurance that such expectations will prove 1o be correct. Forward-looking statements or information are based




on current expeciations, estimates and projections that involve a number of risks and uncertainties which could
cause actual results to differ materially from those anticipated by MGM Energy and described in the
forward-looking statements or information. These risks and uncertainties include but are not limited to:

® the ability of MGM Energy’s management to execule its business plan;

®  delays in and/or abandonment of the Mackenzie Valley Pipeline project;

= the risks of the oil and gas industry, such as operational risks in exploring for, developing and producing crude
oil and natural gas and market demand;

® the ability of MGM Energy to obtain required capital to finance its exploration, development and operations and
the adequacy and costs of such capital;

* fluctuations in oil and gas prices, foreign currency exchange rates and interest rates;

®  risks and uncertainties involving the geology of oil and gas deposits;

® the uncentainty of reserves estimates and reserves life;

®  the uncertainty of resource estimates and resource life;

® the uncertainty of estimates and prejections relating to exploration and development costs and expenses;

® the uncertainty of cstimates and projections relating to future production and the results of exploration,
development and drilling;

® potential delays or changes in plans with respect to exploration or development projects or capital expenditures;
®*  MGM Energy's ability to enter into or renew leases;

®  health, safety and environmental risks;

®=  MGM Energy's ability to secure adequate product transportation;

= the ability of MGM Energy to add preduction and reserves through development and exploration activities;

®  weather conditions;

® the possibility that government policies or laws may change or governmental approvals may be delayed or
withheld;

® changes in taxation laws and regulations and the interpretation thereof;,

= changes in environmental and other regulatitons and the interpretation thereof;

®  the cost of future abandonment activities and site restoration;

®  the ability to obtain necessary regulatory approvals;

®  risks assoctated with existing and potential future law suits and regulatory actions against MGM Energy;
® uncertainty regarding aboriginal land claims and co-existing with local populations;

® loss of the services of any of MGM Energy’s executive officers or key employees;

® the requirement to fulfill obligations under the farm-in agreement assigned in connection with Paramount’s
spinout of MGM Energy;

=  the impact of market competition;

®  general economic and business conditions; and




= other risks and uncertainties described elsewhere in this management’s discussion and analysis or in MGM
Energy’s other filings with Canadian securities authorities.

MGM Energy cautiens that the list of assumptions and risks set forth above is not exhaustive. Some of the risks,
uncertainties and other factors which negatively affect the reliability of forward looking information are discussed in
MGM Energy’s public filing, which are available on the SEDAR website at www.sedar.com.

The forward-looking statements or information contained in this document are made as of the date hereof and MGM
Energy undertakes no obligation to update pubiicly or revise any forward-looking statements or information,
whether as a result of new information, future events or otherwise, unless so required by applicable securities laws.




Form 52-109F2
Cecrtification of Interim Filings

I, Clayton H. Riddell, Chief Executive Officer of MGM Energy Corp. certify that:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of MGM Energy Corp. (the
issuer) for the interim period ending March 31, 2007;

2 Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit 1o state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered
by the interim filings;

3, Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

4, The issuer's other certifying officers and [ are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have designed such disclosure controls and
procedures, or caused them to be designed under our supervision, to provide reasonable assurance
that material informaticn relating to the issuer. including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which the interim filings are
being prepared.

Date: April 26, 2007

/s/ Clayton H. Riddell

Clayton H. Riddell
Chief Executive Officer
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Form 52-109F2
Certification of Interim Filings

1, Bernard K, Lee, Chief Financial Officer of MGM Energy Corp., certify that:

1. | have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of MGM Energy Corp. (the
issuer) for the interim period ending March 31, 2007,

2 Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered
by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

4, The issuer's other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedurcs for the issuer, and we have designed such disclosure controls and
procedures, or caused them to be designed under our supervision, to provide reasonable assurance
that material information relating to the issuer, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which the interim filings are
being prepared.

Date: April 26, 2007

/s/ Bernard K. Lee

Bernard K. Lee
Chief Financial Officer
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THIS PRESS RELEASE IS NOT FOR DISTRIBUTION TO ANY UNITED STATES NEWSWIRE SERVICES OR OTHERWISE FOR
DISTRIBUTION IN THE UNITED STATES. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A
VICLATION OF UNITED STATES SECURITIES LAWS.

MGM Energy Corp.
Calgary, Alberta
November 1, 2007
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NEWS RELEASE; MGM ENERGY CORP,
Financial and Operating Results for the
Three and Nine Months Ended September 30, 2007

CALGARY, ALBERTA — MGM Energy Corp. (*“MGM Energy” or the “Company”) announced today its financial
and operating results for the three months and nine months ended September 30, 2007.

The Company reported a net loss for the three months ended September 30, 2007 of $1.8 million ($0.02 per share).

“Our third quarter of 2007 continued to be very busy, preparing for our 2007/08 winter capital program” said Henry
Sykes, President of MGM Energy Corp. “We closed our equity issue in August, raising gross proceeds of $111.5
million, ensuring we have sufficient cash to fund our winter program. We finalized our three drilling locations and
seismic plans for the upcoming winter, and we began transporting equipment and supplies to the staging areas in the
Northwest Territories in anticipation of beginning our drilling program before the end of this year.”

MGM Energy’s net loss for the nine months ended September 30, 2007 was $31.0 million ($0.50 per share} which
principally resulted from the cost of the two previously announced dry holes at Kumak [-25 and Unipkat M-45 in the
Mackenzie Delta.

MGM Energy’s full interim unaudited financial statements and accompanying Management’s Discussion and
Analysis will be filed shortly on the SEDAR website (www.sedar.com).

MGM Energy is a Canadian oil and natural gas exploration and development company active in Northern Canada.
MGM Energy’s common shares are listed on the Toronto Stock Exchange under the symbol “MGX™.

FOR FURTHER INFORMATION PLEASE CONTACT:

MGM Energy Corp. MGM Energy Corp.
Henry W. Sykes Rick Miller

President or Chief Financial Officer
(403) 781-7800 (403) 781-7800

(403) 781-7801 (FAX) (403) 781-7801 (FAX)

Certain statements or information included in this press release constitute forward-looking statements under applicable securities
legislation. Forward-fooking statements or information in this press release include but are not limited to business strategy and
objectives, exploration and drilling plans and the timing thereof, as well as the anticipated timing for seeking regulatory approvals.
Such forward-looking statements or information are based on a number of assumptions which may prove to be incorrect. Although
MGM Energy believes that the expectations reflected in such forward-looking statements or information are reasonable, undue
reliance should not be placed on forward-looking statements because MGM Energy can give no assurance that such expectations
will prove to be correct. Forward-locking statements or information are based on current expectations, estimates and projections
that involve a number of risks and uncertainties which could cause actual results to differ materially from those anticipated by MGM
Energy and described in the forward-looking statements or information. The forward-lgoking statements or information contained in
this document are made as of the date hereof and MGM Energy undertakes no obligation to update publicly or revise any forward-
looking statements or information, whether as a result of new information, future events or otherwise, unless so required by
applicable securities laws.




THIS PRESS RELEASE IS NGT FOR DISTRIBUTION TO ANY UNITED STATES NEWSWIRE SERVICES OR OTHERWISE FOR
DISTRIBUTION IN THE UNITED STATES. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A
VIOLATION OF UNITED STATES SECURITIES LAWS,

MGM Energy Corp.
Balance Sheets (Unaudited)

{$ thousands)
For periods prior 1o January 12, 2007, the financial statements of MGM
Energy Comp., including the resulis of operations and cash flows, have
been prepared on o carve-out basis from Paramount Resources Ltd. as is
described in Note 2. These financial statements may not be indicative of
the results that would have been anained if MGM Energy Corp. had
operated as a stand-alone entity for these periods.
Asat As al
September 30 December 31
2007 2006
ASSETS
Current assets
Cash and cash equivalents $ 123573 b3 -
Accounts receivable 1,632 1,360
124,605 1,360
Property, plant and equipment 262,199 70,268
Future income taxes 2,574 -
$ 389,378 $ 71,628
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 9,038 F 6774
Due to related parties 656 -
9,694 6.774
Asset retirement obligations 3,155 439
Future income taxes - 3.895
12,849 11,108
Shareholders’ Equity
Share capital 404,275 -
Contributed surplus 1,925 -
Net investment by Paramount Resources Lid. - 60.52G
Deficit {29,671) -
376,529 60.520

3 389,378 5 71628
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THIS PRESS RELEASE [S NOT FOR DISTRIBUTION TCO ANY UNITED STATES NEWSWIRE SERVICES OR OTHERWISE FOR
DISTRIBUTION IN THE UNITED STATES. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A

VIGLATION OF UNITED STATES SECURITIES LAWS.

MGM Energy Corp.

Statements of Income (Loss) (Unaudited)

($ thousands, except as noted)

For periods prior to January 12, 2007, the financial statements of MGM
Energy Carp., including the results of operations and cash flows, have
been prepared on a carve-out basis from Paramount Resources Ltd. as is
described in Note 2. These financial staternenis may not be indicative
of the results that would have been anained it MGM Energy Corp. had
aperated as a siand-alone entity for these periods.

Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006
Revenue
Interest income s 1,091 5 - § L771 5 -
Expenses
General and administrative 1,522 220 4,353 349
Stock-based compensation 750 (115) 2,180 (5)
Pipeline regulatory and access 166 - 426 -
Exploration 2,154 1 2,970 146
[ease rental 789 - 789 -
Dry hole (2,156) - 34,241 -
Interest and financing charges 40 - 136 -
Accretion of assel retirement obligations (2] 6 134 20
Depreciation 33 - 60 -
3,362 12 45,289 510
Loss before tax 227 (12) (43,518) (510)
Future income tax recovery (442) (3) (12,497} (649)
Net income (loss) and other comprehensive income (loss) S (1,829 $ {(109) $ (31,021) $ 139
Net loss per Common Share ($/share)
Basic (0.02) {0.50)
Diluted (0.02) (0.50)
Weighted average Common Shares outstanding (thousands)
Basic 114,532 62,516
Diluted 114,532 62,516
Statements of Deficit (Unaudited)
(% thousands)
Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006
Deficit. beginning of period $  (27.842) s - s - $ -
Net income (loss}
(1,829 (109) (31,021) 139
Allocation to net investment by Paramount Resources Lid.
- 109 1,350 (39
Deficit, end of period S (29,671) $ - S (29,671) $ -




THIS PRESS RELEASE IS NOT FOR DISTRIBUTION TO ANY UNITED STATES NEWSWIRE SERVICES OR OTHERWISE FOR
DISTRIBUTION IN THE UNITED STATES., ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A

VIOLATEION OF UNITED STATES SECURITIES LAWS.

MGM Energy Corp.
Statements of Cash Flows (Unaudited)
($ thousands)

For periods prior to January 12, 2007, the financial statements of MGM
Energy Corp., including the results of operations and cash flows, have
been prepared on a carve-out basis from Paramount Resources Litd. as is
described in Note 2. These financial statements may not be indicative off
the resulis that would have been aitained if MGM Energy Corp. had
operated as a stand-alone entity for these periods.

Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006

Operating activities

Net income (loss) and other comprehensive income (loss} $  (1,829) $ (109) 8 (31,021) $ 139
Add {deduct):
Stock-based compensation — non cash portion 750 (135 2,180 (114)
Exploration 2,154 1 2970 146
Dry hole (2,156) - 34,241 -
Accretion of asset retirement obligations 64 6 134 20
Asset retirement obligation expenditures ) - (402) -
Depreciation 33 - 60 -
Future income tax recovery (442) {3) (12,497) (649
Funds flow from operations (1,428) (220) (4,335) (458)
Change in non-cash working capital 278 346 546 {88)
(1,150) 126 (3,789) (546)
Financing activities
Repayment of note - - (12,000) -
Proceeds on seitlement of note - - 163 -
Common shares issued, net of issuance costs 106,400 - 355,106 -
Net investment by Paramount Resources Lid. - 275 3,195 2,822
106,400 275 346,464 2.822
Investing activities
Capital expenditures (18,935) {1,092) (226,218) {1.949)
Reorganization costs - - (1,000) -
Change in non-cash working capital 3,086 691 8,116 (327)
(15,849) (401) (219,102) {2.276)
Increase (decrease) in cash and cash equivalents 89,401 - 123,573 -
Cash and cash equivalents, beginning of period 34,172 - - -
Cash and cash equivalents, end of period $ 123,573 $ - § 123,573 $ -




THIS PRESS RELEASE IS NOT FOR DISTRIBUTION TO ANY UNITED STATES NEWSWIRE SERVICES OR OTHERWISE FOR
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MGM Energy Corp. pnm e . .
Calgary, Alberta A IO M SO LR
October 17, 2007

NEWS RELEASE: MGM ENERGY CORP.

Provides Update of 2008 Winter Program
Calgary, Alberta — MGM Energy Corp. (“MGM Energy™) provided details today of its 2007/2008 winter capital program.

MGM Energy expects to drill three wells this winter in the western region of the Mackenzie Delta. Each well will be an
earning well pursuant to the farm-in agreement with Chevron Canada Limited and BP Canada Energy Company,

The first well, to be called Atik P-19, on Exploration License 427B, is expected to spud by the end of December, 2007. The
well is a 2000 meter exploration well, designed to test the Taglu and Aklak formations.

The second well, to be called Shavilig D-42, also on Exploration License 427B, is expected to spud in late January, 2008,
Also an exploration well, this well is designed 1o test the lower Taglu and Aklak formations, to a depth of 2000 meters.

MGM Energy’s third well, to be called Langley E-07, will be drilled on Exploration License 394, and is expected to spud in
late February or early March, 2008. This exploration well is designed to test multiple stacked zones in the upper Taglu
formation, to a depth of 1400 meters. Drilling is expected to be complete by the end of March, 2008.

Each of the three wells is expected to be tested and completed before the end of the winter drilling season, expected to occur
by mid-April, 2008.

In addition to these three wells, MGM Energy is planning three seismic programs, designed to further delineate drilling
prospects or to focus further seismic acquisition. Two of the programs are pursuant to the Farm-in Agreement and include a
3D program in the North Ellice area of the western delta comprising 150 square kilometers, and a 2D program in the
Ogruknang area north of Inuvik comprising 160 kilometers. The third program is another 2D program in the Kelly Lake area
of the Sahtu region, north east of Norman Wells in the central Mackenzie Valley, comprising 170 kilometers.

The total cost of the three wells is estimated to be $60 million. In addition, the aggregate cost of the three seismic programs
is estimated to be $34 million. The total cost of the 2007/2008 capital program will be funded from existing cash resources.

We’re excited about the prospects identified for this winter’s program” said Henry Sykes, President of MGM Energy. “It’s a
significant logistical undertaking to ensure that we can drill and test three wells and conduct a material seismic program at the
same time. We believe, though, that this level of activity is needed to minimize the costs of exploration in such a remote area
of Canada, We look forward to reporting on our results as the wells are completed and tested.”

MGM Energy anticipates providing updates of its drilling results as information becomes available from each well.

MGM Energy is a Calgary-based Canadian oil and gas exploration and development company with operations in Northern
Canada. MGM Energy’s common shares are listed on Toronte Stock Exchange under the symbol “MGX™,

FOR FURTHER INFORMATION PLEASE CONTACT:

MGM Energy Corp. MGM Energy Corp.
H. W. (Henry) Sykes Rick Miller
President or Chief Financial Officer
(403) 781-7800 (403) 781-7800
(403) 781-7801 (FAX) (403) 781-7801 (FAX)
Certain statements of information included in this preas refease constituta torward-ipoking stati ts under licable secunties lagislaton. Forward-oolng statements or informaton in

this press ralease inciude but are not limited io business strategy and cbjectives, exploration and drilling ptans and tha timing therecf, as well as the anticipated timing for seeking regulatory
approvals. Such farward-looking statements or information are based on a number of assumptions which msy prove to ba incommact. Although MGM Energy belisves that the expactations
reflected in such forward-looking statements or information are reasonable, unduse raliance should not ba placad on forward-looking statemants becauss MGM Energy can give no assurance
that such expactations will prove to ba comect. Forwand-looking statements or information are basad on current expectations, estimates and projections that involve a number of risks and
uncertainbes which could cause actual results to differ materially from thosa anticipated by MGM Energy and descnbed in the forwarnd-locking statements or information. The torward-looking
statements o¢ information contained in this document are made as of the date hersol and MGM Energy undenakes no obligation to update publicly or revise any forwarg-lcoking statements
or information, whether as a result of new information, future everts or otherwise, unless 8o required by applicable sacunties laws.
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MGM Energy Corp. o
Calgary, Alberta U
October 135, 2007

NEWS RELEASE: MGM ENERGY CORP.
Enters into Mackenzie Gas Project Capacity Request Agreement,

Calgary, Alberta — MGM Energy Corp. (“MGM Energy”) announced today that it has entered into a Capacity
Request Agreement with the owners of the Mackenzie Gathering System (MGS) portion of the Mackenzie Gas
Project,

The Capacity Request Agreement provides MGM Energy with 200 MMecf/d of capacity on the MGS, which will
feed into the proposed Mackenzie Valley pipeline. In addition, the Capacity Request Agreement gives MGM
Energy the option to own its share of the MGS.

In recognition of the magnitude of the volume commitment, MGM Energy obtains, with the signing of the Capacity
Request Agreement, observer status at meetings of the MGS Management Committee, allowing it to provide input
regarding system design and other issues.

The 200 MMcfid of capacity acquired by MGM Energy will be used to transport MGM Energy owned and certain
partner natural gas from the Mackenzie Delta region to the proposed Mackenzie Valley pipeline.

“We're extremely pleased to have reached this agreement with the proponents of the Mackenzie Gas Project. This
agreement enables the natural gas MGM Energy currently owns and for which it is exploring to be delivered to the
Mackenzie Valley pipetine on start up, assuming the project proceeds. The execution of a Capacity Request
Agreement by MGM Energy provides the project proponents, governments and others, tangible evidence that
additional volumes of natural gas are committed to the Mackenzie Gas Project” said Henry Sykes, President of
MGM Energy Corp.

MGM Energy is a Calgary-based Canadian oil and gas exploration and development company with operations in
Northern Canada. MGM Energy’s common shares are listed on Toronto Stock Exchange under the symbol “MGX”,

FOR FURTHER INFORMATION PLEASE CONTACT:

MGM Energy Corp. MGM Energy Corp.
H. W, (Henry) Sykes Rick Miller

President or Chief Financial Officer
(403) 781-7800 {(403) 781-7800

(403) 781-7801 (FAX) (403) 781-7801 (FAX)

Certain statements or information included in this press release constitute forward-looking statements under applicable securities
legisiation. Forward-looking statements or infermation in this press release include but are not limited to business strategy and
objectives, exploration and drilting plans and the timing thereof, as well as the anticipated timing for seeking regulatory approvals.
Such forward-looking statements or information are based on a number of assumptions which may prave to be incorect. Although
MGM Energy believes that the expectations reflected in such forward-looking statements or information are reascnable, undue
reliance should not be placed on forward-looking statements because MGM Energy can give no assurance that such expectations
will prove to be correcl. Forward-locking statements or information are based on current expectations, estimates and projections
that involve a number of risks and uncertainties which could cause actual results to differ materially from those anticipated by MGM
Energy and described in the faorward-looking statements or information. The forward-looking statements or information contained in
this document are made as of the date hereof and MGM Energy undertakes no obligation to update publicly or revise any forward-
looking statements or infermation, whether as a result of new information, future events or otherwise, unless so required by
applicable securities laws.
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MGM Energy Corp. R .
Calgary, Alberta - 2

AUgUSt 3, 2007 mg@

MGM Energy Corp. Announces the Closing of $111.45 Million Public Offering

MGM Energy Corp. ("MGM Energy" or the “Company”) (TSX:MGX)
(TSX:MGX.WT.B) is pleased to announce the closing of the sale of 33,000,000 common
shares (*Common Shares™) at a price of $2.75 and 6,000,000 Common Shares issued on a
flow through basis (“Flow-Through Shares”) at a price of $3.45 (the “Offering”) for total
gross proceeds of $111.45 million.

The Offering was underwritten by a syndicate of underwriters jointly led by Cormark
Securities Inc., Peters & Co. Limited and RBC Capital Markets, and included BMO
Capital Markets, FirstEnergy Capital Corp. and TD Securities Inc.

The proceeds from the Offering will be used by the Company to incur Canadian
Exploration Expense (as defined in the /ncome Tax Act (Canada)), to fund its 2007-2008
oil and gas exploration and development activities and for general corporate purposes.

The outstanding securities of MGM Energy have not been registered in the United States
and the Common Shares and the Flow-Through Shares issued under this Offering have
not been and will not be registered under United States securities legislation and may not
be offered or sold in the United States except in transactions exempt from such
registration. This news release shall not constitute an offer to sell or a solicitation of an
offer to buy any securities nor shall there be any sale of securitics in any jurisdiction
where such offer, solicitation or sale would be unlawful.

MGM Energy is a Calgary-based Canadian oil and natural gas exploration and
development company with operations in Northern Canada. MGM Energy's common
shares and warrants are listed on the Toronto Stock Exchange under the symbols “MGX”
and “MGX.WT.B”, respectively.

Forward-Looking Statements: Certain statements or information included in this press
release constitute forward-looking statements under applicable securities legislation.
Such forward-looking statements or information are based on a number of assumptions
which may prove to be incorrect. Although MGM Energy believes that the expectations
reflected in such forward-looking statements or information are reasonable, undue
reliance should not be placed on forward-looking statements because MGM Energy can




give no assurance that such expectations will prove to be correct. Forward-looking
statements or information are based on current expectations, estimates and projections
that involve a number of risks and uncertainties which could cause actual results to differ
materially from those anticipated by MGM Energy and described in the forward-looking
statements or information. The forward-looking statements or information contained in
this document are made as of the date hereof and MGM Energy undertakes no obligation
to update publicly or revise any forward-looking statements or information, whether as a
result of new information, future events or otherwise, unless so required by applicable
securities laws.

FOR FURTHER INFORMATION PLEASE CONTACT:

o MGM Energy Corp.
H.W. (Henry) Sykes
President
(403) 290-3600

| (403) 262-7994 (fax)

@
or
MGM Energy Corp.
Rick Miller

° Chief Financial Officer
(403) 290-3600
(403) 262-7994 (fax)

®

®

e

®




MGM ENERGY CORP. N
Calgary, Alberta T oea
July 31, 2007 '

NEWS RELEASE: MGM ENERGY CORP.
Financial and Operating Results for the
Three and Six Months Ended June 30, 2007

CALGARY, ALBERTA - MGM Energy Corp. (“MGM Energy” or the “Company™) announced today its financial
and operating results for the three months and six months ended June 30, 2007.

The Company reported a net loss for the three months ended June 30, 2007 of $1.8 million ($0.03 per share).

*The second quarter was an active time for MGM Energy” said Henry Sykes, President of MGM Energy Corp. “We
negotiated and completed the acquisition of the Umiak asset — an asset which we believe has substantial upside
potential. As weil, we completed a public offering to raise funds to acquire this asset and to fund our drilling
programs. We also began planning and preparing for our upcoming 2007-2008 winter program where we expect 1o
drill three wells in the Mackenzie Delta and to conduct two seismic programs in the Mackenzie Delta and in the
Colville/Sahtu areas of the Northwest Territories.™

MGM Energy's net loss for the six months ended June 30, 2007 was $29.2 million ($0.81 per share) which
principally resulied from the cost of the two previously announced dry holes at Kumak 1-25 and Unipkat M-45 in the
Mackenzie Delia.

MGM Energy’s full interim unaudited financial statements and accompanying Management’s Discussion and
Analysis will be filed shortly on the SEDAR websile (www.sedar.com).

MGM Energy is a Canadian oil and natural gas exploration and development company active in Northern Canada.
MGM Energy’s common shares and warrants are listed on the Toronto Stock Exchange under the symbols “MGX”
and “MGX.WT.B”, respectively.

For further information, please contact:
MGM Energy Corp.

Henry W. Sykes, President
Phone: (403) 290-3600
Fax: (403) 262-7994

or

Rick N. Miller, Chief Financia! Officer
Phone: (403) 290-3600
Fax: (403) 262-7994

Certain statements or information included in this press release constitute forward-looking statements under
applicable securities legislation. Forward-looking statements or information in this press release include but are not
limited to business strategy and objectives, exploration and drilling plans and the timing thereof, as well as the
anticipated timing for seeking regulatory approvals. Such forward-looking statements or information are based on a
number of assumptions which may prove to be incorrect. Although MGM Energy believes that the expectations
reflected in such forward-looking statements or information are reasonable, undue reliance should not be ptaced on
forward-looking statements because MGM Energy can give no assurance that such expectations will prove o be
correct. Forward-looking statements or information are based on current expectations, estimates and projections that
involve a number of risks and uncertainties which could cause actual results to differ materially from those




anticipated by MGM Energy and described in the forward-looking statements or information. The forward-looking
statements or information contained in this document are made as of the date hereof and MGM Energy undertakes
no obligation to update publicly or revisc any forward-looking statements or information, whether as a result of new
information, future events or otherwise, unless so required by applicable securities laws.




MGM Energy Corp.
Balance Sheets (Unaudited)

(% thousands)
For periods prior to January 12, 2007, the financial statermnents of MGM
Energy Corp., including the results of operations and cash flows, have
been prepared on a carve-out basis from Paramount Resources Lid. as is
described in Note 2. These financial statements may not be indicative of
the results that would have been attained if MGM Energy Corp. had
operated as a starkd-alone entity for these periods.
As at As at
June 30 December 31
2007 2006
ASSETS
Current assets
Cash and cash equivalents $ MIT2 $ -
Accounts receivable 2,004 1,360
36,176 1.360
Property, plant and equipment 243,294 70,268
Future income taxes 656 -
$ 280,126 $ 71,628
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 7242 $ 6714
Due to Paramount Resources Lid. 60 -
7,302 6,774
Asset retirement obligations 3,093 439
Future income taxes - 3,895
10,395 11,108
Shareholders' Equity
Share capital 296,397 -
Contributed surplus 1,176 -
Net investment by Paramount Resources Lid. - 60,520
Deficit (27.842) -
269,731 60,520

$ 280,126 $ 71,628




MGM Energy Corp.
Statements of Income (L.oss) (Unaudited)

($ thousands, except as noted)

Three Months Ended June 30

For periods prior to January 12, 2007, the financial statements of MGM
Energy Corp., including the results of operations and cash flows, have
been preparcd on a carve-out basis from Paramount Resources Lid. as is
described in Note 2. These financial statements may not be indicative
of the resulis that would have been auained if MGM Energy Corp. had
operated as a stand-alone entity for these periods,

Six Months Ended June 30

2007 2006 2007 2006

Revenue

Interest income $ 427 - $ 680 -
Expenses

General and administrative 1,462 48 2,831 129

Stock-based compensation 648 (36) 1,430 110

Pipeline regulatory and access 182 - 260 -

Exploration 384 83 816 145

Dry hole - - 36,397 -

Interest and financing charges 16 - 96 -

Accretion of asset retirement obligations 45 7 70 14

Depreciation 27 - 27 -

2,824 102 41,927 398

Loss hefore tax (2,397 (102) (41,247) (398)

Future incomne tax recovery (548) (647) (12,055) (646)
Net income (loss) and other comprehensive income (loss) $ (1,849) 545 $ (29,192) 248
Net loss per Common Share ($/share)

Basic (0.03) (0.81)

Diluted (0.03) {0.81)
Weighted average Common Shares outstanding (thousands)

Basic 53,867 35929

Diluted 53,867 35,929

Statements of Deficit (Unaudited)

(3 thousands)
Six Months Ended June 30
2007 2006
Deficit. beginning of period $ - -
Net income (loss) (29,192) 248
Allocation to net investmem by Paramount Resources Ltd. 1,350 (248)
Deficit, end of period $ (27,842) -




MGM Energy Corp.
Statements of Cash Flows (Unaudited)
($ thousands)

For periods prior to January 12, 2007, the financial statements of MGM
Encrgy Corp., including the results of operations and cash flows, have
been prepared un a carve-out basis from Paramount Resources Lid. as is
described in Note 2. These financial statements may not be indicative of
the results that would have been attained if MGM Energy Corp. had
operated 2s a stand-alone entity for these periods.

Three Months Ended June 30 Six Months Ended June 30
2007 2006 2007 2006
Operating activities
Net income (loss) and other comprehensive income (l0ss) $ (1,849) h 545 (29,192) § 248
Add (deduct);
Stock-based compensation 648 (36) 1,430 1
Exploration 384 83 816 145
Bry hole - - 36,397 -
Accretion of asset retirement obligations 45 7 70 4
Asset retirement obligation expenditures - - (400) -
Depreciation 27 . 27 -
Future incomg tax recovery (548) {647) {12,055) {646)
Funds flow from operations {1,293) (48) 2,907) (238)
Change in non-cash working capital 371) (198) 268 {434)
(1,664) {246) (2,639) (672)
Financing activities
Repayment of note - - (12,000) -
Proceeds on settlement of note - - 163 -
Common shares issued, net of issuance costs 170,161 - 248,706 -
Net investment by Paramount Resources Lid. - 1,332 3,195 2.547
170,161 1,332 240,064 2,547
Investing activities
Capital expenditures (174,987) (1,184) (207,283) (857)
Reorganization cosls - - {1,000) -
Change in non-cash working capital (22,419) 98 5,030 (1,018) ‘
(197,406) {1,086) (203,253) (1,.875) ‘
Increase (decrease) in cash and cash equivalents (28,909) - 34,172 -
Cash and cash equivalents, beginning of period 63,081 - . -
Cash and cash equivalents, end of period $ 34,172 $ - $ 34,172 $ -
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MGM ENERGY CORP,
Calgary, Alberta
July 30, 2007

mg

NEWS RELEASE: MGM ENERGY CORP.
Appointment of Chief Financial Officer

CALGARY, ALBERTA — MGM Energy Corp. ("MGM Energy" or the "Company") is pieased to
announce that Rick Miller, MBA, CFA has been appointed Chief Financial Officer effective July
30, 2007. '

Mr. Miller joins MGM Energy with over 20 years of experience in the Canadian oil and gas and
banking industries with significant experience in financial management, corporate accounting and
financial transactions. Most recently, Mr, Miller was Vice President Finance and Chief Financial
Officer of Wave Energy Ltd. Mr. Miller replaces Bernard Lee as Chief Financial Officer of
MGM Energy who has served as Chief Financial Officer of MGM Energy concurrent with his
office as Chief Financial Officer of Paramount Resources Lid.

"We're very pleased to have Rick join our team” said Henry Sykes, President of MGM Energy.

"We are also very appreciative of all of the support and guidance which Mr. Lee has given MGM
Energy through the first months of its existence.”

MGM Energy is a Calgary based oil and natural gas exploration and development company with
operations in Northern Canada. MGM Energy's common shares and warrants are listed on the
Toronto Stock Exchange under the symbols "MGX" and "MGX.WT.B", respectively.

For further information, please contact:

MGM Energy Corp.

H.W. (Henry) Sykes, President =

Phone: (403) 290-3600 e

Fax: (403) 262-7994 ~

- D

or -‘j

Rick Miller, Chief Financial Officer AT

Phone: (403) 290-3600 n
Fax: (403) 262-7994

Cenain statements or information included in this press release constitute forward-looking statements under applicable securities
legislation. Forward-looking statements or information in this press release include but are not limited to business strategy and
objectives, exploration and drilling plans and the timing thereof, as well as the anticipated timing for seeking regulatory approvals.
Such forward-looking statements or information are based on a number of assumptions which may prove to be incorrect. Although
MGM Energy believes that the expectations reflected in such forward-looking statements or information are reasonable, undue
reliance should not be placed on forward-looking statements because MGM Energy can give no assurance that such expectations will
prove o be correct. Forward-looking statemnents or information are based on current expectations, estimates and projections that
involve a number of risks and uncertainties which could cause actual results 1o differ materially from those anticipated by MGM
Energy and described in the forward-looking statements or information. The forward-looking statements or information contained in
this document are made as of the date hereof and MGM Energy undertakes no obligation to update publicly or revise any forward-

looking statements or information, whether as a result of new information, future events or otherwise, unless so required by applicable
securities laws,
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MGM Energy Corp. Announces Pricing of $111.45 million Public Offering of
Common Shares and Flow-Through Shares

MGM Energy Corp. ("MGM Energy" or the “Company”) (TSX:MGX)
(TSX:MGX.WT.B} is pleased to announce that it has entered into an underwriting
agreement to setl a total of 33,000,000 common shares (“Common Shares™) at a price of
$2.75 and 6,000,000 Common Shares issued on a flow through basis (“Flow-Through
Shares™) at a price of $3.45 (the “Offering”) to raise gross proceeds of $111.45 million.
Under the Offering, Paramount Resources Ltd. has indicated its intention to subscribe for
$9 million of Common Shares and Clay Riddell, Chief Executive Officer of the
Company, has indicated his intention to subscribe for $6 million of Flow-Through Shares
of the Company.

The Oftering is being underwritten by a syndicate of underwriters jointly led by Cormark
Securities Inc., Peters & Co. Limited and RBC Capital Markets, and includes BMO
Capital Markets, FirstEnergy Capital Corp. and TD Securities Inc.

The proceeds from the Offering will be used by the Company to incur Canadian
Exploration Expense (as defined in the fncome Tax Act (Canada)), to fund its 2007-2008
oil and gas exploration and development activities and for general corporate purposes.

The Common Shares and Flow-Through Shares will be qualified for distribution by way
of a short form prospectus in all of the provinces of Canada and the Northwest
Territories. Completion of the Offering is subject to certain conditions including normal
regulatory approvals. The Offering is expected to close on or about August 3, 2007.

The outstanding securities of MGM Energy have not been registered in the United States
and the Common Shares and the Flow-Through Shares to be issued under this Offering
have not been and will not be registered under United States securities legislation and
may not be offered or sold in the United States except in transactions exempt from such
registration. This news release shall not constitute an offer to sell or a solicitation of an
offer to buy any securities nor shall there be any sale of securities in any jurisdiction
where such offer, solicitation or sale would be unlawful.



MGM Energy is a Calgary-based Canadian oil and natural gas exploration and
development company with operations in Northern Canada. MGM Energy’'s common
shares and warrants are listed on the Toronto Stock Exchange under the symbols “MGX”
and “MGX.WT.B”, respectively.

Forward-Looking Statements: Certain statements or information included in this press
release constitute forward-looking statements under applicable securities legislation.
Such forward-looking statements or information are based on a number of assumptions
which may prove to be incorrect. Although MGM Energy believes that the expectations
reflected in such forward-looking statements or information are reasonable, undue
reliance should not be placed on forward-looking statements because MGM Energy can
give no assurance that such expectations will prove to be correct. Forward-looking
statements or information are based on current expectations, estimates and projections
that involve a number of risks and uncertainties which could cause actual results to differ
materially from those anticipated by MGM Energy and described in the forward-looking
statements or information. The forward-looking statements or information contained in
this document are made as of the date hereof and MGM Energy undertakes no obligation
to update publicly or revise any forward-looking statements or information, whether as a
result of new information, future events or otherwise, unless so required by applicable
securities laws.

FOR FURTHER INFORMATION PLEASE CONTACT:

MGM Energy Corp.
H.W. (Henry) Sykes
President

(403) 290-3600
(403) 262-7994 (fax)

or

MGM Energy Corp.
B.K. (Bernie) Lee
Chief Financial Officer
(403) 290-3600

(403) 262-7994 (fax)
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MGM Energy Corp. Announces Offering of Common Shares and Flow-Through
Common Shares

MGM  Energy Corp. ("MGM Energy" or the “Company”) (TSX:MGX)
(TSX:MGX.WT.B) is pleased to announce that it has filed a preliminary short form
prospectus for a new issue of common shares and flow-through common shares of the
Company in all provinces of Canada and the Northwest Territories (the “Offering”).
Apgregate gross proceeds from the Offering are anticipated to be approximately $110
million. Clay Riddell and/or Paramount Resources Ltd. have indicated an intention to
subscribe for an aggregate of approximately $15 million of common shares and/or flow
through common shares under the Offering.

The Offering is being fed by Cormark Securities Inc., Peters & Co. Limited and RBC
Dominion Securities Inc., as bookrunners, and including BMO Nesbitt Burns Inc.,
FirstEnergy Capital Corp. and TD> Securities Inc.

The proceeds from the Offering will be used by the Company to fund its exploration and
development activities. The issue price of the shares will be determined in the context of
the market at the time of filing a final short form prospectus in respect of the Offering.
The Offering is expected to close on or about August 3, 2007. Completion of the
Offering is subject to certain conditions including normal regulatory approvals.

The outstanding securities of MGM Energy have not been registered in the United States
and the common shares and the flow through common shares to be issued under this
Offering have not been and will not be registered under United States securities
legislation and may not be offered or sold in the United States except in transactions
exempt from such registration. This news release shall not constitute an offer to seli or a
solicitation of an offer to buy any securities nor shall there be any sale of securities in any
jurisdiction where such offer, solicitation or sale would be unlawful.

MGM Energy is a Calgary-based Canadian oil and natural gas exploration and
development company with operations in Northern Canada. MGM Energy's common
shares and warrants are listed on the Toronto Stock Exchange under the symbols “MGX™
and “MGX.WT.B”, respectively.



Forward-Looking Statements: Certain statements or information included in this press
release constitute forward-looking statements under applicable securities legislation.
Forward-looking statements or information in this press release include but are not
limited to estimates of the size of discovered resources, the prospectivity of undeveloped
land, business strategy and objectives, exploration and drilling plans and the timing
thereof, future plans and operations, as well as the anticipated timing for seeking
regulatory approvals. Such forward-looking statements or information are based on a
number of assumptions which may prove to be incorrect. Although MGM Energy
believes that the expectations reflected in such forward-looking statements or information
are reasonable, undue reliance should not be placed on forward-looking statements
because MGM Energy can give no assurance that such expectations will prove to be
correct. Forward-looking statements or information are based on current expectations,
estimates and projections that involve a number of risks and uncertainties which could
cause actual results to differ materially from those anticipated by MGM Energy and
described in the forward-looking statements or information. The forward-looking
statements or information contained in this document are made as of the date hereof and
MGM Energy undertakes no obligation to update publicly or revise any forward-looking
statements or information, whether as a result of new information, future events or
otherwise, unless so required by applicable securities laws.

FOR FURTHER INFORMATION PLEASE CONTACT:

MGM Energy Corp.
H.W. (Henry) Sykes
President

(403) 290-3600
(403) 262-7994 (fax)

or

MGM Energy Corp.
B.K. (Bernie) Lee
Chief Financial Officer
(403) 290-3600

(403) 262-7994 (fax)
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MGM ENERGY CORP.
Calgary, Alberta
May 30, 2007

NEWS RELEASE: MGM ENERGY CORP.

Closing of Bought Deal Financing and Acquisition of Umiak asset

CALGARY, ALBERTA — MGM Energy Corp. (“MGM Energy” or the “Company™) is pleased to announce the
closing of the bought deal financing announced on May 8, 2007. The Company also anticipates closing of the
acquisition of the Umiak assets from EnCana Corporation later today.

Bought Deal Financing

Under the bought deal financing, MGM Energy issued 42,726,193 common shares at $3.10 per share, for gross
proceeds of $132,451,000, and 11,991,957 flow-through common shares for proceeds of $46,169,000, for total
aggregate proceeds of approximately $178,620,000. The financing was underwritten by a syndicate consisting of
RBC Capital Markets and Cormark Securities Inc., as co-lead underwriters, and BMO Nesbitt Burns Inc., Peters &
Co. Limited, TD Securities [nc. and FirstEnergy Capital Corp.

The net proceeds of the issuance of the common shares will be used to fund a portion of the purchase price of the
Umiak Assets, described below, the closing of which is also expected to occur today.

The proceeds of the issuance of flow-through common shares will be used to incur Canadian Exploration Expense
(as defined in the Income Tax Act (Canada)) as part of the Company’s 2007-2008 exploration, development and
seismic acquisition programs,

Acquisition of Umiak Assets

The Umiak assets consist of a 60% working interest in the Umiak discovery in the Mackenzie Delta, a 60% working
interest in federal Exploration License 434, substantial seismic data, interests in 14 significant discovery licenses
both onshore an offshore in the Mackenzie Delta and cther assets consisting principally of material and equipment.

MGM Energy estimates that the Umiak field contains a net mean contingent resource of 265 billion cubic feet (Bcf)
of natural gas (169 Bcf, low case, and 396 Bef high case {both net)). The Company also estimates that the field may
contain approximately 100 million barrels of oil (gross), of which up to 25 million barrels (gross) is currently
estimated to be recoverable.

The Umiak discovery is located approximately 15 kilometers to the east of Imperial Qil’s Taglu field, one of the
anchor fields for the Mackenzie Valley pipeline project. MGM Energy believes that Umiak itself is of sufficient
size to support a stand-alone development. MGM Energy expects to approach the parties to the Mackenzie Valley
Pipeline Project in the near future to discuss shipping commitments and potential ownership in the pipeline.

RBC Capital Markets acted as financial advisor to MGM Energy on the acquisition of the Umiak assets.
The outstanding securities of MGM Energy have not been registered in the United States and the commons shares
and the flow through common shares issued under the financing which closed today have not been and will not be

registered under the United States securities legislation and may not be offered or sold in the United States except in
transactions exempt from such registration. This news release shall not constitute an offer to sell or a solicitation of
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an offer to buy any securities nor shall there be any sale of securities in any jurisdiction where such offer,
solicitation or sale would be unlawful.

MGM Energy is a Calgary based Canadian oil and natural gas exploration, development and production company
with operations focused in Northern Canada. MGM Energy’s common shares and warrants are listed on the Toronto
Stock Exchange under the symbols “MGX” and “MGX.WT.B", respectively.

For further information, please contact:
MGM Energy Corp.

H.W. (Henry) Sykes, President
Phone: (403) 290-3600
Fax: (403) 262-7994

or

B.K. (Bernie¢) Lee, Chief Financial Officer
Phone: {403) 290-3600
Fax: (403) 262-7994

Forward-Looking Statements: Certain statements or information included in this press release constitute
forward-looking statements under applicable securities legislation. Forward-looking statements or
information in this press release include but are not limited to estimates of the size of discovered resources,
the prospectivity of undeveloped land, business strategy and objectives, exploration and drilling plans and
the timing thereof, future plans and operations, as well as the anticipated timing for seeking regulatory
approvals. Such forward-looking statements or information are based on a number of assumptions which
may prove to be incorrect. Although MGM Energy believes that the expectations reflected in such forward-
looking statements or information are reasonable, undue reliance should not be placed on forward-looking
statements because MGM Energy can give no assurance that such expectations will prove to be correct.
Forward-locking statements or information are based on current expectations, estimates and projections
that involve a number of risks and uncertainties which could cause actual results to differ materially from
those anticipated by MGM Energy and described in the forward-looking statements or information. The
forward-looking statements or information contained in this document are made as of the date hereof and
MGM Energy undertakes no obligation to update publicly or revise any forward-looking statements or
information, whether as a result of new information, future events cr otherwise, unless so required by
applicable securities laws.
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MGM ENERGY CORP.
Calgary, Alberta
May 28, 2007

NEWS RELEASE: MGM ENERGY CORP.
Underwriters Exercise Full Over-Allotment Option

CALGARY, ALBERTA — MGM Energy Corp. (“MGM Energy™ or the “Company ) announced today that it has
received notice from RBC Dominion Securities [nc. and Cormark Securities Inc., on behalf of the underwriters of
the Company’s bought deal financing announced May 8, 2007, that the underwriters have exercised their over-
allotment option to purchase an additional 5,545,193 common shares and an additional 1,591,957 flow-through
common shares of MGM Energy. As a result of the exercise of the over-allotment option, the aggregate gross
proceeds to MGM Energy of the financing will now be $178.7 million. The closing of the financing, including the
over-allotment option, is expected to occur on or about May 30, 2007.

The outstanding securities of MGM Energy have not been registered in the United States and the commons shares
and the flow through common shares to be issued under this offering have not been and will not be registered under
the United States securities legislation and may not be offered or sold in the United States except in transactions
exempt from such registration. This news release shall not constitute an offer to sell or a solicitation of an offer to
buy any securities nor shall there be any sale of securities in any jurisdiction where such offer, sclicitation or sale
would be unlawful.

MGM Energy is a Calgary based Canadian oil and natural gas exploration, development and production company
with operations focused in Northern Canada. MGM Energy’s common shares and warrants are listed on the Toronto
Stock Exchange under the symbols “MGX” and “MGX.WT.B”, respectively.

For further information, please contact:
MGM Energy Corp.
H.W. (Henry) Sykes, President
Phone: (403) 290-3600
Fax: (403) 262-7994
or
B.K. (Bernie) Lee, Chief Financial Officer

Phone: (403) 290-3600
Fax: (403) 262-7994

I 5/28/2007
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MGM ENERGY CORP.
Calgary, Alberta
May 10, 2007

NEWS RELEASE: MGM ENERGY CORP.
Appointment of Vice-President, Exploration

CALGARY, ALBERTA - MGM Energy Corp. (“MGM Energy” or the “Company™) is
pleased to announce that John R. Hogg, BSc., P. Geol., will be assuming the position of
Vice-President, Exploration with MGM Energy Corp.

Mr. Hogg joins MGM Energy with over 25 years of experience as a geologist focused on
Canada’s frontier areas, including the Mackenzie Delta. John began his career with Gulf
Canada Resources in 1981, and has worked for a number of Canadian and intemational
energy companies. Most recently, John was Manager New Ventures and Frontier
Exploration with the Canadian subsidiary of an international energy company.

Mr. Hogg is a member of the Council of Association of Professional Engineers, Geologists
and Geophysicists of Alberta, a member of the American Association of Petroleum
Geologists, as well as a member and past president of the Canadian Society of Petroleum
Geologists. He is a frequent contributor to industry journals as well as a presenter at
industry conferences.

“We’re very pleased that John will be joining our team” said Henry Sykes, President of
MGM Energy. “We’ve been looking for the right person to lead our geological and
technical team and we believe John’s extensive knowledge of the Mackenzie Delta and
proven leadership ability makes him an ideal fit for this role.”

MGM Energy is a Calgary based Canadian oil and natural gas exploration, development
and production company with operations focused in Northern Canada. MGM Energy’s
common shares and warrants are listed on the Toronto Stock Exchange under the symbols
“MGX” and “MGX.WT.B”, respectively.

For further information, please contact:

MGM Energy Corp.

H.W. (Henry) Sykes, President
Phone: (403) 290-3600
Fax: (403) 262-7994
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MGM ENERGY CORP.
Calgary, Alberta
May 8, 2007

NEWS RELEASE: MGM ENERGY CORP.
Acquisition of Umiak Assets and Bought Deal Financing

CALGARY, ALBERTA ~ MGM Energy Corp. (“MGM Energy” or the “Company™) announced today that it has
entered into an agreement of Purchase and Sale with EnCana Corporation (EnCana) to acquire all of EnCana’s
interests in certain assets located in the Mackenzie Delta and elsewhere in the Northwest Territories for a purchase
price of CDN $170 million, subject to usual closing adjustments. The assets to be acquired consist of:

» A 60% working interest in the Umiak discovery, including the two discovery wells (N-16 and N-05). A
Declaration of Significant Discovery has been issued by the National Energy Board in connection with the
N-05 well and surrounding area comprising 16 sections, and a Declaration of Significant Discovery is
pending with respect to the N-16 well and surrounding area expected to comprise no fewer than 28 sections
and no more than 33 sections (some of which gverlap with N-05). Based upon MGM Energy’s teview of
the currently available well information regarding these discoveries, the Company estimates that the Umiak
field contains a net mean contingent resource of 265 billion cubic feet (Bef) of natural gas (169 Bef, low
case, and 396 Bcf high case (both net)). The Company also estimates that the field may centain
approximately 100 million barrels of oil (gross), of which up to 25 million barrels (gross) is currently
estimated to be recoverable. The Umiak discovery is located approximately 15 kilometers to the east of
Imperial Qil’s Taglu field, one of the anchor fields for the Mackenzie Valley pipeline project. MGM
Energy believes that Umiak itself is of sufficient size to support a stand-atone development and is expected
to be developed to deliver gas to the Mackenzie Valley pipeline, once in service, or to support alternative
projects should that be necessary.

¢ A 60% working interest in federal Exploration License 434, located south and west of the Umiak field. EL
434 comprises 56,600 hectares, and has a primary term expiring in 2011. The work commitment associated
with EL 434 is approximately $40.2 million {gross) through 2011, of which MGM Energy’s share would be
approximately $24 million. A number of exploration prospects have been identified on EL 434, along the
trend established by the Umiak discovery. Several of these prospects are well defined on 3-D seismic.

¢ An extensive seismic database, comprising approximately 9,896 kilometers of 2-D seismic and 470 square
kilometers of 3-D seismic, covering much of the Umiak discovery, EL 434, and extensive regions of the
Mackenzie Delta. Seismic data is critical to exploration success in the Mackenzie Delta, and MGM Energy
is very pleased to have acquired such a material volume of seismic data. The transfer of portions of this
seismic may be subject to the receipt of third party approvals.

e Interests ranging from 0.62% and 3.89% in 14 separate Significant Discovery Licenses {SDLs) located in
the Mackenzie Deita, both onshore and offshore. These interests represent an additional contingent
resource of approximately 15 Bef of natural gas and 1.2 million barrels of oil and natural gas liquids, net to
MGM Energy (as estimated by the Nationa! Energy Board). While there are no plans in the near term to
develop these SDLs, they provide a window on development throughout the Mackenzie Delta for the
future.

¢ Certain other assets, principally consisting of inventory and other tangible assets located both in Alberta
and in the Northwest Territories.

1 5/8/2007



THIS PRESS RELEASE IS NOT FOR DISTRIBUTION TO ANY UNITED STATES
NEWSWIRE SERVICES OR OTHERWISE FOR DISTRIBUTION IN THE UNITED STATES.
ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A
VIOLATION OF UNITED STATES SECURITIES LAWS,

The map below shows MGM s existing assets in the Mackenzie Delta as well as those to be acquired in this
transaction.
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“Since MGM Energy was formed in January of this year, our stated business strategy has been to be an acquirer and
consolidator of high quality oil and gas assets in the Mackenzie Delta and the Central Mackenzie Valley” said Clay
Riddell, Chief Executive Officer of MGM Energy. “This acquisition is a first and very important step in the
implementation of that strategy.”

2 5/8/2007
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“The Umiak discovery is the largest on-shore discovery in the Mackenzie Delta since the 1970’s. The acquisition of
such an asset is a natural fit with our business strategy as well as with our existing assets. The combination of an
attractive existing discovery, numerous prospects and a large body of high quality seismic data is, to our knowledge,
unique in the Mackenzie Delta. We're especially pleased that we’ve been able to acquire these assets at a valuation
level that makes sense for both existing and new shareholders.” said Henry Sykes, President of MGM Energy.

The Acquisition will be financed with a combination of cash on hand, existing credit facilities and the proceeds of
the equity financing described below, and is expected to close upon receipt of required regulatory approvals.

RBC Capital Markets acted as financial advisor to MGM Energy on the acquisition of the assets.

To fund the purchase of the Umiak discovery and the other assets described above, MGM Energy also announced
that it has entered into an agreement with a syndicate of underwriters led by RBC Capital Markets and Cormark
Securities Inc. and including BMO Capital Markets, Peters & Co. Limited, TD Securities Inc. and First Energy
Capital Corp. (collectively, the “Underwriters™) pursuant to which the Underwriters have agreed to purchase, on a
bought deal basis, 37,181,000 common shares at a price of $3.10 and 10,400,000 flow through shares at a price of
$3.85, for gross proceeds of $155,301,100, subject to an underwriters’ over-aliotment option of up to 15% of the
aggregate shares underwritten. C.H. Riddell has indicated his intention to subscribe for a total of $25 million of the
shares under this offering.

Completion of this offering is subject to certain conditions including normal regulatory approvals. The common
shares and the flow through common shares will be offered in all provinces of Canada by way of a short form
prospectus. The closing of the offering is expected to oceur on or about May 30, 2007,

The outstanding securities of MGM Energy have not been registered in the United States and the common
shares and the flow through common shares to be issued under this offering have not been and will not be
registered under the United States securities legislation and may not be offered or sold in the United States
except in transactions exempt from such registration. This news release shall not constitute an offer to sell or
a solicitation of an offer to buy any securities nor shall there be any sale of securities in any jurisdiction where
such offer, solicitation or sale would be unlawful.

MGM Energy is a Calgary based Canadian oil and natural gas exploration, development and production company
with operations focused in Northern Canada. MGM Energy’s common shares and warrants are listed on the Toronto
Stock Exchange under the symbols “MGX” and “MGX.WT.B”, respectively.
For further information, please contact:

MGM Energy Corp.

H.W. (Henry) Sykes, President

Phone: (403) 290-3600
Fax: (403) 262-7994

or
B.K. (Bernie) Lee, Chief Financial Officer

Phone: (403) 290-3600
Fax: (403) 262-7994

Forward-Looking Statements: Certain statements or information included in this press release constitute
forward-locking statements under applicable securities legislation. Forward-looking statements or

3 5/8/2007
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information in this press release include but are not limited to estimates of the size of discovered resources,
the prospectivity of undeveloped land, business strategy and objectives, exploration and drilling ptans and
the timing thereof, future plans and operations, as well as the anticipated timing for seeking regulatory
approvals. Such forward-looking statements or information are based on a number of assumptions which
may prove to be Incorrect. Although MGM Energy believes that the expectations reflected in such forward-
looking statements or information are reasonable, undue reliance should not be placed on forward-looking
statements because MGM Energy can give no assurance that such expectations will prove to be correct.
Forward-looking statements or information are based on current expectations, estimates and projections
that involve a number of risks and uncertainties which could cause actual results to differ materially from
those anticipated by MGM Energy and described in the forward-looking statements or information. The
forward-looking statements or information contained in this document are made as of the date hereof and
MGM Energy undertakes no obligation to update publicly or revise any forward-looking statements or
information, whether as a result of new information, future events or otherwise, unless so required by
applicable securities laws.

4 5/8/2007
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MGM ENERGY CORP.
Calgary, Alberta
April 30, 2007

NEWS RELEASE: MGM ENERGY CORP.
Financial and Operating Results for the
Three Months Ended March 31, 2007

CALGARY, ALBERTA — MGM Energy Corp. (“MGM Energy” or the “Company”) announced today its financial
and operating results for the three months ended March 31, 2007,

The Company reported a net loss for the three months ended March 31, 2007 of $27 million (31.57 per share),
principally as a result of dry hole expense resulting from the two previously announced dry holes at Kumak 1-25 and
Unipkat M-45 in the Mackenzie Delta. MGM Energy has adopted the successful efforts method of accounting for
its oil and gas operations, and accordingly the cost of dry holes are written off in the period in which the results
became known.

“While this year’s drilling program produced disappointing results,” said Henry Sykes, President, “we remain
committed to our business plan. We intend to continue to explore for and acquire energy resources in the Northwest
Territories and are actively planning our drilling program for the winter of 2007/08. We expect to make required
regulatory filings by the end of the second quarter of this year to allow us to drill three wells in the Mackenzie Delta,
as well as to shoot additional 2 - and 3-D seismic in both the Mackenzie Delta and the Colville Lake area.

MGM Energy’s full financial statements and accompanying Management’s Discussion and Analysis will be
available on the Company’s website (www.mgmenergy.com} and the SEDAR website (www.sedar.com).

MGM Energy is a Canadian oil and natural gas exploration, development and production company with operations
focused in Northern Canada. MGM Energy’s common shares and warrants are listed on the Toronto Stock Exchange
under the symbols “MGX” and “MGX.WT.B”, respectively.

For further information, please contact:
MGM Energy Corp.

H.W. (Henry) Sykes, President
Phone: (403) 290-3600
Fax: (403) 262-7994

or

B.K. (Bernie) Lee, Chief Financial Officer
Phone: (403) 290-3600
Fax: (403) 262-7994

Certain statements or information included in this press release constitute forward-looking statements under
applicable securities legislation. Forward-looking statements or information in this press release include but are not
limited to business strategy and objectives, exploration and drifling plans and the timing thereof, as well as the
anticipated timing for seeking regulatory approvals. Such forward-looking statements or information are based on a
number of assumptions which may prove to be incorrect. Although MGM Energy believes that the expectations
reflected in such forward-looking statements or information are reasonable, undue reliance should not be placed on
forward-looking statements because MGM Energy can give no assurance that such expectations will prove to be
correct. Forward-looking statements or information are based on current expectations, estimates and projections that
involve a number of risks and uncertainties which could cause actual results to differ materially from those
anticipated by MGM Energy and described in the forward-looking statements or information. The forward-looking
statements or information contained in this document are made as of the date hereof and MGM Energy undertakes
no obligation to update publicly or revise any forward-looking statements or information, whether as a result of new
information, future events or otherwise, unless so required by applicable securities laws,



MGM Energy Corp.
Balance Sheets (Unaudited)

($ thousands)
For periads prior to January 12, 2007, the financial statements,
including the results of operations and cash flows, have been prepared
on a carve-oul basis from Paramount Resources Ltd. readers art
referred to MGM Energy’s Unaudited Interim Financial Statemenis as
at and for the three months ended March 31, 2007. These financial
statements may not be indicative of the results that would have been
attained if MGM Energy Corp, had operated as a stand-alone entity for
these periods.
As at Asat
March 31 December 31
2007 2006
ASSETS
Current assets
Cash and cash equivalents $ 63,081 $ -
Accounts receivable 475 1,360
63,556 1,360
Property, plant and equipment 66,619 70,268
$ 130,175 $ 71,628
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 27,642 $ 6,774
Due to Paramount Resources Ltd. 9221 -
28,563 6,774
Asset retirement obligations 948 439
Future income taxes 2,367 3,895
31,878 11,108
Contingencies and Commitments
Shareholders’ Equity
Share capital 123,762 -
Contributed surplus 528 -
Net investment by Paramount Resources Ltd. - 60,520
Deficit (25,993) -
98,297 60,520
$ 130,175 h) 71,628




MGM Energy Corp.
Statements of Loss (Unaudited)

(% thousands, except as noted)

For periods prior to January 12, 2007, the financial statements,
including the results of operations and cash flows, have been prepared
on a carve-out basis from Paramoumt Resources Ltd. readers are
referred 10 MGM Energy’s Unaudited Interim Financial Statements as
at and for the three months ended March 31, 2007. These financial
statements may not be indicative of the results that would have been
attained if MGM Energy Corp. had operated as a stand-alone entity for
these periods.

Three Months Ended March 31

2007 2006
Revenue
Interesl income S 253 $ -
253 -
Expenses
Operaling 4 12
General and administrative 1,443 69
Stock-based compensation 782 146
Exploration 432 62
Dry hole 36,397 -
Interest 20 -
Accretion of asset retirement obligations 25 7
39,103 296
Loss before tax (38,850) {296)
Future income tax expense (recovery) (11,507) |
Net loss and other comprehensive loss §  (27343) $ (297)
Net loss per Common Share ($/share)
Basic (1.57) (0.02)
Diluted (1.57) (0.02)
Weighted average Common Shares outstanding (thousands)
Basic 17,393 17,393
Diluted 17,393 17,393

Statements of Deficit (Unaudited)

(% thousands)
Three Months Ended March 31
2007 2006
Deficit, beginning of year $ - $ -
Net loss (27,343) (297)
Loss allecated to net investment by Paramount Resources Ltd. 1,350 297
Deficit, end of period $  (25993) $ -




MGM Energy Corp.
Statements of Cash Flows (Unaudited)
(% thousands)

For periods prior 1o January 12, 2007, the finoncial statements,
including the results of operations and cash flows, have been prepared
on @ carve-put basis from Paramount Resources Lid. readers are
referred to MGM Energy's Unaudited Interim Financial Statements as
at and for the three months ended March 31, 2007. These financial
staternents may not be indicative of the results thar would have been
attained if MGM Energy Corp. had operated as a stand-alone entity for
these periods.

Three Months Ended March 31

2007 2006
Operating activities
Net loss and other comprehensive loss 527343 s @29
Add (deduct):
Stock-based compensation 782 38
Exploration 432 62
Dry hole 36,397 -
Accretion of asset retirement obligations 25 7
Assel retirement obligation expenditures (400) -
Future income tax {recovery) expense (11,507) 1
Funds flow from operations (1,614} (189)
Change in non-cash working capital 639 (236)
975} (425)
Financing activities
Repayment of note (12,000 -
Proceeds on setilement of note 163 -
Common shares issued. net of issuance costs 78,345 N
Net investment by Paramount Resources [td. 3195 1,214
69,903 1,214
Investing activities
Additions to property. plant and equipment (32,296) 327
Reorganization costs (1,000) -
Charnge in non-cash working capital 27,449 (L,116)
(5,847 (789)
Increase in cash and cash equivalents 63,081 -
Cash and cash equivalents, beginning of period - -
Cash and cash equivalents, end of period § 63,081 $ -
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MGM Energy Corp. N
Calgary, Alberta

March 28, 2007
MGM Energy announced today the results of its well drilled at Unipkat M-45 in the Mackenzie Delta.

Upon evaluation, the Unipkat M-45 welt does not appear to contain hydrocarbons. As a result, MGM
Energy has elected to abandon the well without further testing.

Henry Sykes, President of MGM Energy, said “Clearly, we're disappointed in the results of this year's
drilling program. We will re-evaluate the seismic data used by MGM energy and our partners to identify
the locations of these wells in light of the results. While these results demonstrate the risk inherent in
exploration activities, we continue to believe that our drilling program will meet expectations overall.”

The Unipkat M-45 well was drilled pursuant to MGM Energy's farm-in with Chevron Canada Limited
and BP Canada Energy Company, and was operated by Chevron. Tt was the second well of an eleven
well drilling commitment. MGM Energy anticipates drilling at least three wells in the Mackenzie Delta
in the winter of 2007/08, and will conduct seismic programs both in the Mackenzie Delta and in the
central Mackenzie Valley at the same time.

MGM Energy is a Canadian oil and natural gas exploration company with interests in the Mackenzie
Delta and the central Mackenzie Valley in the Northwest Territories. MGM Energy's common shares
and common share purchase warrants are listed on The Toronto Stock Exchange under the symbols
*MGX” and “MGX.WT.B”, respectively.

For further information, please contact:

Henry W. Sykes, President
B.K. (Bernie) Lee, Chief Financial Officer

MGM Energy Corp.
4700 Bankers Hall West
888 3" Street S.W.
Calgary, AB T2P 5C5
Phone: 403 290 3600
Fax: 403 262 7994

Certain statements included in this document constitute forward-looking statements under applicable securities
legislation, Such forward-looking statements or information are based on 2 number of assumptions which may
prove to be incorrect. Although MGM Energy believes that the expectations reflected in such forward-looking
statements or information are reasonable, undue reliance should not be placed on forward-looking statements
because MGM Energy can give no assurance that such expectations will prove to be correct. Forward-looking
statements or information are based on current expectations, estimates and projections that involve a number of
risks and uncertainties which could cause actual results to differ materially from those anticipated by MGM
Energy and described in the forward-looking statements or information. The forward-looking staterments or
information contained in this document are made as of the date hereof and MGM Energy undertakes no obligation
to update publicly or revise any forward-looking statements or information, whether as a result of new
information, future events or otherwise, unless so required by applicable securities laws.
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MGM ENERGY CORP.
Calgary, Alberta

March 5, 2007

MGM Energy announced today the results of its well drilled at Kumak 1-25 in the Mackenzie
Delta.

Upon initial evaluation, the Kumak I-25 well does not appear to contain commercial quantities of
hydrocarbons. As a result, MGM Energy has elected to case and suspend the well without
further testing. Further testing or use of the well will be evaluated by year end. Once the well
has been suspended, the rig will move on to MGM Energy’s second location at Unipkat M-43,
where MGM Energy expects to spud the Unipkat well on or about March 15, 2007.

The Kumak 1-25 well was drilled pursuant to MGM Energy’s farm-in with Chevron Canada
Limited and BP Canada Energy Company, and was the first well of an eleven well drilling
commitment.

MGM Energy is a Canadian oil and natural gas exploration company with interests in the
Mackenzie Delta and the Central Mackenzie Valley in the Northwest Territories. MGM
Energy’s common shares and common share purchase warrants are listed on The Toronto Stock
Exchange under the symbols “MGX” and “MGX.WT.B”, respectively.

For further information, please contact:

Henry W. Sykes, President
B.K. (Bernie) Lee, Chief Financial Officer

MGM Energy Corp.
4700 Bankers Hall West
888 3" Street S.W.
Calgary, AB T2P 5C5

Phone: 403 290 3600
Fax: 403 262 7994
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MGM ENERGY CORP.
Calgary, Alberta

February 28, 2007
NEWS RELEASE: LISTING OF LONGER TERM WARRANTS

MGM Energy Corp.'s longer term warrants issued pursuant to Paramount Resources Ltd.'s
spinout of MGM Energy (and later separated from their corresponding short term warrants) and MGM
Energy's subsequent private placement to certain of its directors will be listed and commence trading on
the Toronto Stock Exchange under the symbol "MGX.WT.B" at the opening of the market on Friday,
March 2. A total of 14,194,141 longer term warrants are outstanding.

Each longer term warrant entitles the holder to acquire, at the holder's option, one MGM common
share at a price of $6.00 or one MGM flow-through share at a price of $7.50. The longer term warrants
expire at 4:30 p.m. (Calgary time) on September 30, 2007. MGM Energy has posted on its website
{(www.mgmenergy.com) a document providing information on how to exercise the longer term warrants
for MGM Energy common shares or flow-through shares.

MGM Energy is a Canadian oil and natural gas exploration company with interests in the
Mackenzie Delta and the Central Mackenzie Valley in the Northwest Territories. MGM Energy's
common shares are listed on the Toronto Stock Exchange under the symbot "MGX".

For further information, please contact:

H. W. (Henry) Sykes, President
B.K. (Bernie) Lee, Chief Financial Officer

MGM Energy Corp.

4700 Bankers Hall West
888 3™ Street SW
Calgary, Alberta T2P 5C5
Phone: (403)290-3600
Fax: (403) 262-7994
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February 22, 2007 = S
NEWS RELEASE: RESULTS OF SHORT TERM WARRANT EXERCISES

MGM Energy Corp. announced today the results of the exercise of its short term warrants,
originally issued pursuant to Paramount Resources Ltd.'s spinout of MGM Energy completed on January
12, 2007. The short term warrants {TSX:MGX . WT.A) expired at the close of business on Friday,
February 16, 2007. Of the 14,163,365 short term warrants issued, a total of 13,821,171 short term
warrants were exercised resulting in proceeds to MGM Energy of $76,489,018 and the issuance by MGM
Energy of 5,906,530 flow-through common shares and 7,914,641 common shares. As a result of the
exercise of the short term warrants, 13,821,171 longer term warrants were separated from the
corresponding short term warrants and have become exercisable. Persons who exercised short term
warrants will receive certificates evidencing longer term warrants shortly.

In conjunction with the exercises of short term warrants, MGM Energy also completed a private
placement to certain of its directors of 370,000 common shares, each accompanied by one longer term
warrant, for proceeds of $2,050,000. The private placement, which provides MGM Energy with
additional working capital, was completed at the same price per share as the price payable by holders of
MGM Energy’s short term warrants (i.e. $6.25 for flow-through common shares and $5.00 for common
shares).

MGM Energy also announced today that following the expiry of the short term warrants,
Paramount converted its 18,200,000 preferred shares into an equivalent number of common shares. There
are no warrants attached to these common shares.

As a result of the short term warrant exercises, the private placement and Paramount's conversion
of its preferred shares, MGM Energy currently has outstanding 35,221,229 common shares, 14,191,171
longer term warrants and no preferred shares.

MGM Energy is a Canadian oil and natural gas exploration company with interests in the
Mackenzie Delta and the Central Mackenzie Valley in the Northwest Territories. MGM Energy's
common shares are listed on the Toronto Stock Exchange under the symbol "MGX".

For further information, please contact;

H. W. (Henry) Sykes, President
B.K. (Bernie) Lee, Chief Financial Officer

MGM Energy Corp.

4700 Bankers Hall West
888 3" Street SW
Calgary, Alberta T2P 5CS
Phone: (403) 290-3600
Fax: (403)262-7994
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FORM 51-102F3
Material Change Report L. BRI

Name and Address of Company

MGM Energy Corp.
4700, 888-Third Street S.W.
Calgary, Alberta, T2P 5C5

Date of Material Changes
August 3, 2007.
News Releases

MGM Energy Corp. (the “Company™) issued a press release announcing the material
change on August 3, 2007 for Canada wide distribution through CCN Matthews. A
copy of the press release is attached as Schedule “A”.

Summary of Material Changes

On August 3, 2007, the Company closed a bought deal financing (the “Offering”) for
total gross proceeds of approximately $111,450,000.00. Under the Offering the
Company issued 33,000,000 common shares (the “Common Shares™) at $2.75 per
share and 6,000,000 fiow-through common shares (the “Flow-Through Shares”) at
$3.45 per share.

Full Description of Material Change

On August 3, 2007, the Company closed the Offering for total gross proceeds of
approximately $111,450,000.00.  Under the Offering the Company issued
33,000,000 Common Shares at $2.75 per share and 6,000,000 Flow-Through Shares
at $3.45 per share. The Offering was underwritten by a syndicate of underwriters led
by Cormark Securities Inc., Peters & Co. Limited, RBC Dominion Securities Inc., as
lead underwriters, and BMO Nesbitt Burns Inc., FirstEnergy Corp. and TD Securittes
Inc. (collectively, the “Underwriters”™).

MGM Energy expects to use the net proceeds of the issuance of the Common Shares
on the further exploration and development of the Corporation’s oil and gas
properties and for other general corporate purposes. Proceeds from the sale of the
Flow-Through Shares will be used to incur Canadian Exploration Expense (as
defined in the Income Tax Act (Canada)) as part of the Company’s 2007-2008
exploration, development and seismic acquisition programs.

Under the Offering, the Underwriters received a cash commission equal to 5% of the
gross proceeds of the Offering, other than on the proceeds raised from the sale of
3,270,000 Common Shares and 1,740,000 Flow-Through Shares sold to certain
significant shareholders of the Company.

CALGARY:1224574.1
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Item 6 Reliance on subsection 7.1(2) or (3) of National Instrument 51-102
Not applicable.
Item7  Omitted Information
Not applicable.
Item 8 Executive Officer
The executive officer of the Company who is knowledgeable about this material
change is:
Henry W. Sykes, President
Phone: (403) 290-3600
Item 9  Date of Report

August 9, 2007.

CALGARY:1228574.1




Schedule “A”
News Release
MGM ENERGY CORP.

THIS PRESS RELEASE IS NOT FOR DISTRIBUTION TO ANY UNITED STATES
NEWSWIRE SERVICES OR OTHERWISE FOR DISTRIBUTION IN THE UNITED
STATES. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A
VIOLATION OF UNITED STATES SECURITIES LAWS.

MGM Energy Corp.
Calgary, Alberta
August 3, 2007

MGM Energy Corp. Announces the Closing of $111.45 Million Public Offering

MGM Energy Corp. ("MGM Energy" or the “Company™) (TSX:MGX) (TSX:MGX.WT.B) is
pleased to announce the closing of the sale of 33,000,000 common shares (“Common Shares”) at
a price of $2.75 and 6,000,000 Common Shares issued on a flow through basis (“Flow-Through
Shares”) at a price of $3.45 (the “Offering”) for total gross proceeds of $111.45 million.

The Offering was underwritten by a syndicate of underwriters jointly led by Cormark Securities
inc., Peters & Co. Limited and RBC Capital Markets, and included BMO Capital Markets,
FirstEnergy Capital Corp. and TD Securities Inc.

The proceeds from the Offering will be used by the Company to incur Canadian Exploration
Expense (as defined in the Income Tax Act (Canada)), to fund its 2007-2008 oil and gas
exploration and development activities and for general corporate purposes.

The outstanding securities of MGM Energy have not been registered in the United States and the
Common Shares and the Flow-Through Shares issued under this Offering have not been and will
not be registered under United States securities legislation and may not be offered or sold in the
United States except in transactions exempt from such registration. This news release shall not
constitute an offer to sell or a solicitation of an offer to buy any securities nor shall there be any
sale of securities in any jurisdiction where such offer, solicitation or sale would be unlawful.

MGM Energy is a Calgary-based Canadian oil and natural gas exploration and development
company with operations in Northern Canada. MGM Energy's common shares and warrants are
listed on the Toronto Stock Exchange under the symbols “MGX” and “MGX.WT.B”,
respectively.

Forward-Looking Statements: Certain statements or information included in this press release
constitute forward-looking statements under applicable securities legislation. Such forward-
looking statements or information are based on a number of assumptions which may prove to be
incorrect. Although MGM Energy believes that the expectations reflected in such forward-
looking statements or information are reasonable, undue reliance should not be placed on
forward-looking statements because MGM Energy can give no assurance that such expectations
will prove to be correct. Forward-looking statements or information are based on current

CALGARY:1228574.1
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expectations, estimates and projections that involve a number of risks and uncertainties which
® could cause actual results to differ materially from those anticipated by MGM Energy and

described in the forward-looking statements or information. The forward-looking statements or

information contained in this document are made as of the date hereof and MGM Energy

undertakes no obligation to update publicly or revise any forward-looking statements or
: information, whether as a result of new information, future events or otherwise, unless so
| required by applicable securities laws.

@
! FOR FURTHER INFORMATION PLEASE CONTACT:
‘ MGM Energy Corp.
H.W. (Henry) Sykes
| President
* (403) 290-3600

(403) 262-7994 (fax)
or

MGM Energy Corp.
® Rick Miller
Chief Financial Officer
(403} 290-3600
(403) 262-7994 (fax)

CALGARY;1224574.1
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Item 2
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Item 5

FORM 51-102F3
Material Change Report o

Name and Address of Company

MGM Energy Corp.
4700, 888-Third Street S.W.
Calgary, Alberta, T2P 5C5

Date of Material Changes
May 30, 2007.
News Releases

MGM Energy Corp. (the “Company”) issued a press release announcing the material
change on May 30, 2007 for Canada wide distribution through CCN Matthews. A
copy of the press release is attached as Schedule “A”.

Summary of Material Changes

On May 30, 2007, the Company closed a bought deal financing (the “Offering™) for
total gross proceeds of approximately $178,620,000.00. Under the Offering the
Company issued 42,726, 193 common shares (the “Common Shares”) at $3.10 per
share and 11,991,957 flow-through common shares (the “Flow-Through Shares™) at
$3.85 per share, which includes the 5,545,193 Common Shares and 1,591,957 Flow-
Through Shares issued upon the full exercise of an over-allotment option granted to
the underwriters of the Offering.

In addition to the closing of the bought deal financing, the Company closed the
acquisition of all of EnCana Corporation’s interests in the Umiak Assets (as defined
below) located in the Mackenzie Delta and elsewhere in the Northwest Territories for
a purchase price of $170 million pursuant to the terms and conditions of an agreement
of purchase and sale with EnCana Corporation.

Full Description of Material Change

On May 30, 2007, the Company closed the Offering for total gross proceeds of
approximately $178,620,000.00.  Under the Offering the Company issued
42,726, 193 Common Shares at $3.10 per share and 11,991,957 Flow-Through
Shares at $3.85 per share, which includes the 5,545,193 Common Shares and
1,591,957 Flow-Through Shares issued upon the full exercise of an over-allotment
option granted to the underwriters of the Offering. The Offering was underwritten
by a syndicate of underwriters led by RBC Dominion Securities Inc. and Cormark
Securities Inc., as co-lead underwriters, and BMO Nesbitt Burns Inc., Peters & Co.
Limited, TD Securities Inc. and FirstEnergy Corp. (collectively, the “Underwriters™).

CALGARY: 11546441



Item 6

Item 7

Item 8

Item 9

2.

The net proceeds of the issuance of the Common Shares were used to fund a portion
of the purchase price of the Umiak Assets from EnCana Corporation. Proceeds from
the sale of the Flow-Through Shares will be used to incur Canadian Exploration
Expense (as defined in the Income Tax Act (Canada)) as part of the Company’s
2007-2008 exploration, development and seismic acquisition programs.

Under the Offering, the Underwriters received a cash commission equal to 5% of the
gross proceeds of the Offering, other than on the proceeds raised from the sale of
5,581,000 Common Shares and 2,000,000 Flow-Through Shares sold to an insider
and significant shareholder of the Company.

The Company also closed its acquisition of all of EnCana Corporation’s interests in
certain assets located in the Mackenzie Delta and elsewhere in the Northwest
Territories (the “Umiak Assets™) for a purchase price of $170 million pursuant to the
terms and conditions of an asset sale agreement with EnCana Corporation dated May
8, 2007. The Umiak Assets consist of a 60% working interest in the Umiak discovery
in the Mackenzie Delta, a 60% working interest in federal Exploration License 434,
substantial seismic data, interests in |4 significant discovery licenses both onshore
and offshore in the Mackenzie Delta and other assets consisting principally of
material and equipment.

RBC Capital Markets acted as financial advisor to the Company on the acquisition of
the Umiak Assets.

Reliance on subsection 7.1(2) or (3) of National Instrument 51-102

Not applicable.

Omitted Information

Not applicable.

Executive Officer

The executive officer of the Company who is knowledgeable about this material
change is:

Henry W, Sykes, President

Phone: (403) 290-3600

Date of Report

May 30, 2007.

CALGARY:1154644.1



Schedule “A”
News Release
MGM ENERGY CORP.

Closing of Bought Deal Financing and Acquisition of Umiak asset

CALGARY, ALBERTA - MGM Energy Corp. (“MGM Energy”™ or the “Company™) is pleased to announce the
closing of the bought deal financing announced on May 8, 2007. The Company also anticipates closing of the
acquisition of the Umiak assets from EnCana Corporation later today.

Bought Deal Financing

Under the bought deal financing, MGM Energy issued 42,726,193 common shares at $3.10 per share, for gross
proceeds of $132,451,000, and 11,991,957 flow-through common shares for proceeds of $46,169,000, for total
aggregate proceeds of approximately $178,620,000. The financing was underwritten by a syndicate consisting of
RBC Capital Markets and Cormark Securities inc., as co-lead underwriters, and BMO Nesbitt Burns Inc., Peters &
Co. Limited, TD Securities Inc. and FirstEnergy Capital Corp.

The net proceeds of the issuance of the common shares will be used to fund a portion of the purchase price of the
Umiak Assets, described below, the closing of which is also expected to occur today.

The proceeds of the issuance of flow-through common shares will be used to incur Canadian Exploration Expense
(as defined in the Income Tax Act (Canada)) as part of the Company’s 2007-2008 exploration, development and
seismic acquisition programs.

Acquisition of Umiak Assets

The Umiak assets consist of a 60% working interest in the Umiak discovery in the Mackenzie Delta, a 60% working
interest in federal Exploration License 434, substantial seismic data, interests in 14 significant discovery licenses
both onshore an offshore in the Mackenzie Delta and other assets consisting principally of material and equipment.

MGM Energy estimates that the Umiak field contains a net mean contingent resource of 265 billion cubic feet (Bef)
of natural gas (169 Bcf, low case, and 396 Bcef high case (both net)). The Company also estimates that the field may
contain approximately 100 million barrels of oil (gross), of which up to 25 million barrels {gross) is currently
estimated to be recoverable.

The Umiak discovery is located approximately 15 kilometers to the east of Imperial Oil's Taglu field, one of the
anchor fields for the Mackenzie Valley pipeline project. MGM Energy believes that Umiak itself is of sufficient
size to support a stand-alone development. MGM Energy expects to approach the parties to the Mackenzie Valley
Pipeline Project in the near future to discuss shipping commitments and potential ownership in the pipeline.

RBC Capital Markets acted as financial advisor to MGM Energy on the acquisition of the Umiak assets.

The outstanding securities of MGM Energy have not been registered in the United States and the commons shares
and the flow through common shares issued under the financing which closed today have not been and will not be
registered under the United States securities legislation and may not be offered or sold in the United States except in
transactions exempt from such registration. This news release shall not constitute an offer to sell or a solicitation of
an offer to buy any securities nor shall there be any sale of securities in any jurisdiction where such offer,
solicitation or sale would be unlawful.

MGM Energy is a Calgary based Canadian oil and natural gas exploration, development and production company

with operations focused in Northern Canada. MGM Energy’s common shares and warrants are listed on the Toronto
Stock Exchange under the symbols “MGX” and “MGX. WT.B", respectively.

CALGARY:| 1546441




For further information, piease contact:

MGM Energy Corp.

H.W, {(Henry) Sykes, President
Phone: (403) 290-3600
Fax: (403) 262-7994

or

B.K. (Bernie) Lee, Chief Financial Officer
Phone: (403) 290-3600
Fax: (403) 262-7994

Forward-Looking Statements: Certain statements or information included in this press release constitute forward-
looking statements under applicable securities legislation. Forward-looking statements or information in this press
release include but are not limited to estimates of the size of discovered resources, the prospectivity of undeveloped
land, business strategy and objectives, exploration and drilling plans and the timing thereof, future plans and
operations, as well as the anticipated timing for seeking regulatory approvals. Such forward-looking statements or
information are based on a number of assumptions which may prove to be incorrect. Aithough MGM Energy
believes that the expectations reflected in such forward-looking statements or information are reasonable, undue
reliance sheuld not be placed on forward-looking statements because MGM Energy can give no assurance that such
expectations will prove to be correct. Forward-looking statements or information are based on current expectations,
estimates and projections that involve a number of risks and uncertainties which could cause actual results to differ
materially from those anticipated by MGM Energy and described in the forward-looking statements or information.
The forward-looking statements or information contained in this document are made as of the date hereof and MGM
Energy undertakes no obligation to update publicly or revise any forward-looking statements or information,
whether as a result of new information, future events or otherwise, unless so required by applicable securities laws.

CALGARY: 1134644 1
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ALTERNATIVE REPORTER: MACKENZIE FINANCIAL CORPORATION
150 Bloor Street West
Toronto, Ontario

MSS 3B5
REPORTING ISSUER: MGM Energy Corp.
REPORT FOR END OF: August 2007

REPORT OF SHARE ACTIVITY:

Mackenzie Financial Corporation (“Mackenzie™) reports that as a result of purchases of common
shares of MGM Energy Corp., (“MGM Energy”) by one or more of its mutual fund and private
client managed accounts, the aggregate number of common shares of MGM Energy held by all
of Mackenzie’s managed accounts at the end of August 2007 was 11,817,500 common shares
representing approximately 9.2% of all outstanding common shares on a flow through basis.

CHANGE FROM PREVIOUS REPORT:

Mackenzie’s previous report, dated August 10, 2007, reported holdings of 11,723,800 MGM
Energy representing approximately 13.0% of all the outstanding common shares on behalf of
Mackenzie’s mutual fund and private client managed accounts as at July 31, 2007. Since August
1, 2007 there has been an increase of 93,700 common shares held. However, aggregate holdings
decreased by 3.8% of the total outstanding common shares on a flow through basis held within
Mackenzie’s mutual fund and private client managed accounts due to an increase in the number
of outstanding common shares issued by MGM Energy.

BENEFICIAL OWNERSHIP, CONTROL OR DIRECTION:

Mackenzie specifically disclaims any beneficial ownership of the reported common shares, but
as investment manager it maintains exclusive power to exercise investment control or direction
over such common shares for its managed accounts as the beneficial owners.

PURPOSE OF THE REPORT:

The common shares were acquired in the ordinary course of business, for investment purposes
only and not for the purpose of exercising control or direction over MGM Energy. Mackenzie
managed accounts may from time to time acquire additional common shares, dispose of some or
all of the existing or additional common shares or may continue to hold the common shares.




RELIANCE ON EXEMPTION:

This report is issued under the Alternative Monthly Reporting System described in National
Instrument 62 - 103. Neither Mackenzie nor any of its managed accounts presently intend to:

a) make a formal take-over bid for any common shares of MGM Energy;

b) propose a transaction that would constitute a take-over bid in reliance on an

exemption in the Securities Act (Ontario); or

¢) propose a reorganization, amalgamation, merger, arrangement or similar business

combination with MGM Energy which would result in Mackenzie’s managed
accounts controlling the company, alone or with others.

CERTIFICATION:

To the best of its knowledge:

a) Mackenzie and its managed accounts do not in the ordinary course of business
receive material facts or changes about MGM Energy which have not been
publicly disclosed;

b) Mackenzie is eligible to file this Alternative Monthly Reporting System report
pursuant to the National Instrument;

c) Mackenzie is not a joint actor with anyone else in connection with this report; and

d) Mackenzie and its managed accounts have not entered into any agreements with
MGM Energy in connection with the purchase.

CONTACT PERSON:
For further information, contact: Karmen Chau

Telephone: (416) 922-5322, extension 4368
DATE AND SIGNATURE:

This report is dated August 10, 2007 and is signed by an authorized officer of Mackenzie.

MACKENZIE FINANCIAL CORPORATION

“D. Lynn Vickers”

D. Lynn Vickers
Vice-President, Chief Compliance Officer
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ALTERNATIVE REPORTER: MACKENZIE FINANCIAL CORPORATION
150 Bloor Street West
Torente, Ontario

MS5S 3B5
REPORTING ISSUER: MGM Energy Corp.
REPORT FOR END OF: July 2007

REPORT OF SHARE ACTIVITY:

Mackenzie Financial Corporation (“Mackenzie®) reports that as a result of purchases of common
shares of MGM Energy Corp., (“MGM Energy™) by one or more of its mutual fund and private
client managed accounts, the aggregate number of common shares of MGM Energy held by all
of Mackenzie’s managed accounts at the end of July 2007 was 11,723,800 common shares
representing approximately 13.0% of all outstanding common shares on a flow through basis.

CHANGE FROM PREVIOUS REPORT: Initial Report

BENEFICIAL OWNERSHIP, CONTROL OR DIRECTION:

Mackenzie specifically disclaims any beneficial ownership of the reported common shares, but
as investment manager it maintains exclusive power to exercise investment control or direction
over such common shares for its managed accounts as the beneficial owners.

PURPOSE OF THE REPORT:

The common shares were acquired in the ordinary course of business, for investment purposes
only and not for the purpose of exercising control or direction over MGM Energy. Mackenzie
managed accounts may from time to time acquire additional common shares, dispose of some or
all of the existing or additional common shares or may continue to hold the common shares.

RELIANCE ON EXEMPTION:

This report is issued under the Alternative Monthly Reporting System described in National
Instrument 62 - 103. Neither Mackenzie nor any of its managed accounts presently intend to:

a) make a formal take-over bid for any common shares of MGM Energy;




b) propose a transaction that would constitute a take-over bid in reliance on an

<)

exemption in the Securities Act (Ontario}; or

propose a reorganization, amalgamation, merger, arrangement or similar business
combination with MGM Energy which would result in Mackenzie’s managed
accounts controlling the company, alone or with others.

CERTIFICATION:

To the best of its knowledge:

a) Mackenzie and its managed accounts do not in the ordinary course of business
receive material facts or changes about MGM Energy which have not been
publicly disclosed,;

b) Mackenzie is eligible to file this Alternative Monthly Reporting System report
pursuant to the National Instrument;

c) Mackenzie is not a joint actor with anyone else in connection with this report; and

d) Mackenzie and its managed accounts have not entered into any agreements with
MGM Energy in connection with the purchase.

CONTACT PERSON:
For further information, contact: Karmen Chau

Telephone: (416) 922-5322, extension 4368

DATE AND SIGNATURE:

This report is dated August 10, 2007 and is signed by an authorized officer of Mackenzie.

MACKENZIE FINANCIAL CORPORATION

“D. Lynn Vickers”

D. Lynn Vickers
Vice-President, Chief Compliance Officer
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Name and address of the eligible institutional investor:

Pyramis Global Advisors, LLC (*“PGALLC”)
53 State Street
Boston, MA, 02109

Fidelity International Limited (“FIL”)
42 Crow Lane, Pembroke, Bermuda

PGALLC, FIL and certain other relevant affiliates and associates are sometimes
hereinafter collectively referred to as “Fidelity.”

Name of the reporting issuer:
MGM Energy Corp.

Period for which the report is filed:

Period ended February, 2007.

Net increase or decrease in the number or principal amount of securities, and in
the eligible institutional investor’s security holding percentage in the class of
securities, since the last report filed by the eligible institwtional investor under
the early warning requirements:

Since Fidelity’s last report filed on February 12, 2007, Fidelity’s holdings have
decreased by 136,060 shares. This represents a net decrease of 8.22% of the
shares held by Fidelity.

Designation and number or principal amount of securities and the eligible
institutional investor’s security holding percentage in the class of securities at the
end of the month for which the report is made:

Fidelity now holds 1,519,836 Common Shares and Warrants representing
approximately 4.27% of the outstanding shares of that class.

Designation and number or principal amount of securities and the percentage of
outstanding securities of the class of securities referred to above over which:




(i) the eligible institutional investor, either alone or together with any joint actors,
have ownership and control:

N/A.

(ii) the eligible institutional investor, either alone or together with any joint
actors, have ownership but control is held by other entities other than the eligible
institutional investor or any joint actor:

N/A.

(iii) the eligible institutional investor, either alone or together with any joint
actors, have exclusive or shared control but does not have ownership:

1,519,836 Common Shares and Warrants representing approximately 4.27% of
the outstanding shares of that class.

Purpose of the eligible institutional investor and any joint actors in acquiring or
disposing of ownership of, or control over, the securities, including any future
intention to acquire ownership of, or control over, additional securities of the
reporting issuer:

The Common Shares and Warrants of MGM Energy Corp. were disposed of in
the ordinary course of business, for investment purposes only and not with the
purpose of exercising control or direction over MGM Energy Corp. Fidelity may
from time to time, on behalf of funds or accounts it manages, acquire additional
Common Shares and Warrants, dispose of some or all of the Common Shares
and Warrants they hold or continue to hold Common Shares and Warrants.

General nature and the material terms of any agreement, other than lending
arrangements, with respect to securities of the reporting issuer entered into by
the eligible institutional investor, or any joint actor, and the issuer of the
securities or any other entily in connection with any transaction or occurrence
resulting in the change in ownership or control giving rise fo the report,
including agreements with respect to the acquisition, holding, disposition or
voting of any of the securities:

N/A.

Names of any joint actors in connection with the disclosure required by
Appendix G of National Instrument 62-103:




10.

.

12.

N/A.

If applicable, a description of any change in any material fact set out in a
previous report by the eligible institutional investor under the early warning
requirements:

N/A.

Eligibility to file reports under the alternative monthly reporting system:
Fidelity is eligible to file this report under the alternative monthly reporting
system of National Instrument 62-103, or pursuant to MRRS Decision Document
dated April 4%, 2005 granted to FIL and certain of its affiliates.

Declaration:

The filing of this report is not an admission that any entity named in this report
owns or controls any securities or is a joint actor with another named entity.

DATED March 12, 2007

By: /s/"Stuart Fross”

Name: Stuart Fross

Title: Senior V.P. & Deputy General Council- FMR Corp
By: /s/“Mike Howard”

Name: Mike Howard
Title: Senior V.P. & Chief Financial Officer - PGALLC
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1. Name and address of the eligible institutional investor:

Pyramis Global Advisors, LLC (“PGALLC")
53 State Street
Boston, MA, 02109

PGALLC and certain other relevant affiliates and associates are sometimes
hereinafter collectively referred to as “Fidelity.”

2. Name of the reporting issuer:
MGM Energy Corp.
3. Period for which the report is filed:

Period ended January, 2007.

4. Net increase or decrease in the number or principal amount of securities, and in
the eligible institutional investor's security holding percentage in the class of
securities, since the last report filed by the eligible institutional investor under
the early warning requirements:

N/A. This is Fidelity’s first report.

5. Designation and number or principal amount of securities and the eligible
institutional investor’s security holding percentage in the class of securities at the
end of the month for which the report is made:

Fidelity now holds 1,655,896 Common Shares and Warrants exercisable into
Common Shares representing in the aggregate approximately 38.17% of the
outstanding common shares (assuming, for purposes of calculating such
percentage, exercise of the Warrants held by Fidelity but by no other person).

6. Designation and number or principal amount of securities and the percentage of
outstanding securities of the class of securities referred to above over which:

(1) the eligible institutional investor, either alone or together with any joint actors,
have ownership and control:

N/A.
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(ii} the eligible institutional investor, either alone or together with any joint
actors, have ownership but control is held by other entities other than the eligible
institutional investor or any joint actor:

N/A.

(iii) the eligible institutional investor, either alone or together with any joint
actors, have exclusive or shared control but does not have ownership:

1,655,896 Common Shares and Warrants representing in the aggregate
approximately 38.17% of the outstanding common shares (assuming, for
purposes of calculating such percentage, exercise of the Warrants held by
Fidelity but by no other person).

Purpose of the eligible institutional investor and any joint actors in acquiring or
disposing of ownership of, or control over, the securities, including any future
intention to acquire ownership of, or control over, additional securities af the
reporting issuer:

The Common Shares and Warrants of MGM Energy Corp. were acquired in the
ordinary course of business, for investment purposes only and not with the
purpose of exercising control or direction over MGM Energy Corp. Fidelity may
from time to time, on behalf of funds or accounts it manages, acquire additional
Common Shares or Warrants, dispose of some or all of the Common Shares or
Warrants they hold or continue to hold Common Shares or Warrants.

General nature and the material terms of any agreement, other than lending
arrangements, with respect to securities of the reporting issuer entered into by
the eligible institutional investor, or any joint actor, and the issuer of the
securities or any other entity in connection with any transaction or occurrence
resuiting in the change in ownership or control giving rise to the report,
including agreements with respect to the acquisition, holding, disposition or
voting of any of the securities:

N/A.

Names of any joint actors in connection with the disclosure required by
Appendix G of National Instrument 62-103:

N/A.
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If applicable, a description of any change in any material fuct set out in a
previous report by the eligible institutional investor under the early warning
requirements:

N/A.

Eligibility to file reports under the aiternative monthly reporting system:

Fidelity is eligible to file this report under the alternative monthly reporting
system of National Instrument 62-103.

Declaration:

The filing of this report is not an admission that any entity named in this report
owns or controls any securities or is a joint actor with another named entity.

DATED February 12, 2007
By: /s/“Mike Howard”

Name: Mike Howard
Title: Senior V.P. & Chief Financial Officer - PGALLC
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Name and address of the eligible institutional investor:

Pyramis Global Advisors, LLC (“PGALLC™)
53 State Street
Boston, MA, 02109

PGALLC and certain other relevant affiliates and associates are sometimes
hereinafter collectively referred to as “Fidelity.”

Name of the reporting issuer:
MGM Energy Corp.
Period for which the report is filed:

Period ended January, 2006.

Net increase or decrease in the number or principal amount of securities, and in
the eligible institutional investor’s security holding percentage in the class of
securities, since the last report filed by the eligible institutional investor under
the early warning requirements:

N/A. This is Fidelity’s first report.

Designation and number or principal amount of securities and the eligible
institutional investor’s security holding percentage in the class of securities at the
end of the month for which the report is made:

Fidelity now holds 1,655,896 Common Shares and Warrants exercisable into
Common Shares representing in the aggregate approximately 38.17% of the
outstanding common shares (assuming, for purposes of calculating such
percentage, exercise of the Warrants held by Fidelity but by no other person).

Designation and number or principal amount of securities and the percentage of
outstanding securities of the class of securities referred to abeve over which:

(i) the eligible institutional investor, either alone or together with any joint actors,
have ownership and control:

N/A.
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(ii) the eligible institutional investor, either alone or together with any joint
actors, have ownership but control is held by other entities other than the eligible
institutional investor or any jeint actor:

N/A.

(iii) the eligible institutional investor, either alone or together with any joint
actors, have exclusive or shared control but does not have ownership:

1,655,896 Common Shares and Warrants representing in the aggregate
approximately 38.17% of the outstanding common shares (assuming, for
purposes of calculating such percentage, exercise of the Warrants held by
Fidelity but by no other person}.

Purpose of the eligible institutional investor and any joint actors in acquiring or
disposing of ownership of, or control over, the securities, including any future
intention to acquire ownership of, or control over, additional securities of the
reporting issuer:

The Common Shares and Warrants of MGM Energy Corp. were acquired in the
ordinary course of business, for investment purposes only and not with the
purpose of exercising control or direction over MGM Energy Corp. Fidelity may
from time to time, on behalf of funds or accounts it manages, acquire additional
Common Shares or Warrants, dispose of some or all of the Common Shares or
Warrants they hold or continue to hold Common Shares or Warrants.

General nature and the material terms of any agreement, other than lending
arrangements, with respect to securities of the reporting issuer entered into by
the eligible institutional investor, or any joint actor, and the issuer of the
securities or any other entity in connection with any transaction or occurrence
resulting in the change in ownership or control giving rise to the report,
including agreements with respect to the acquisition, holding, disposition or
voting of any of the securities:

N/A.

Names of any joint actors in connection with the disclosure required by
Appendix G of National Instrument 62-103:

N/A.
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If applicable, a description of any change in any material fact set out in a
previous report by the eligible institutional investor under the early warning
requirements:

N/A.

Eligibility to file reports under the alternative monthly reporting system:

Fidelity is eligible to file this report under the alternative monthly reporting
system of National Instrument 62-103.

Declaration:

The filing of this report is not an admission that any entity named in this report
owns or controls any securities or is a joint actor with another named entity.

DATED February 12, 2007
By: /s/“Mike Howard”

Name: Mike Howard
Title: Senior V.P. & Chief Financial Officer - PGALLC




